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Foreword 

The  purpose  of  this  booklet  is  to  explain 
concisely  and  •explicitly  the  War  Production 
Board's  Inventory  Limitation  Order  L-219. 

Since  orders  issued  by  Government  are 
necessarily  legal  documents;  and  since  most 
businessmen  and  laymen  are  not  trained  in 
legal  language,  misunderstandings  and  ques- 
tions sometimes  arise  which  lead  to  confusion 
and  delay  compliance  with  the  provisions  of 
the  order. 

It  is  hoped  that  this  explanation  will  help 
merchants  to  a  clearer  understanding  of  their 
duties  and  privileges  urider  Order  L-219. 
Obviously,  a  reading  of  tkis  digest  cannot 
take  the  place  of  a  study  bf  the  actual  order, 
a  copy  of  which  is  appended. 
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Inventory  Limitation 


TO  SPEED  VICTORY 

by  protecting 
the  Home  Front 


liivrntorv  IJmitaUori 


Inventory  Limitation 

protects  us  against  the 

Gremlin  of  Inequitable  Distribution. 

He  piles  up  scarce  goods  in  one  area  and 
depletes  stocks  of  scarce  goods  in  other  areas. 

He  gives  too  much  goods  to  some  merchants 
and  too  little  to  others. 

He  deprives  some  parts  of  the  public  of  the 
goods  they  need  to  maintain  their  morale 
and  gives  others  more  than  they  need. 

He  favors  the  strong  urban  merchant  and 
penalizes  the  weaker  merchant  in 
smaller  communities. 

52.4%  of  the  people  live 
on  farms  or  in  rural 
communities  of  less  than  - 
10,000  population. 

IT  IS  VITAL  TO  OUR  WINNING  THE 
fTAR  THAT  THE  CONSUMER  IN 
SMALLER  COMMUNITIES  GETS  HIS 
SHARE  OF  SCARCE  OR  POTENTIALLY 
SCARCE  GOODS. 


IV^i  _-v-j*^^'«^^ 


Lefs  Look  at 
Two  Merchants. . . 


A. 


B 


in  urban  area  .  .  . 
highly  successful  .  .  . 
financially  strong  .  .  . 
excellent  contact  through 
buying  organization  .  .  . 
volume  increasing  moderately. 


in  smaller  community  .  .  . 
near  war  plants  .  .  . 
limited  credit  .  .  . 
depends  on  distributor's 

salesmen  for  contact  with  market .  . . 
moderate  volume,  increasing  sharply  .  .  . 


JlX.     can  use  his  resources 

to  get  more  than  his  sharej)f  scarce  goods. 

J3     can't  get  enough. 

War  workers  in  "B's"  community  are  deprived  of  their 
share  . . .  their  morale  is  impaired.  If  these  workers 
are  to  make  their  fullest  contribution  to  Victory.  "B"  must 
be  able  to  obtain  his  rightful  share  of  available  goods. 
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Inventory  Limitation 

helps  protect  us  against  the 

Gremlin  of  Speculative  Pressure  who  is 

« 

trying  to  bring  on  the  horrors  of  inflation 
by  wrecking  price  ceilings  .  .  . 

He  rushes  to  buy  scarce  or  potentially  scarce 
merchandise  thus  helping  to  create 
black  markets. 
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Inventory  Limitation 


Invenforv  ivinmaiion 


Inventory  Limitation 

helps  protect  us  against  the 
Gremlin  of  Hoarding. 

He  is  trying  to  bring  on  dreaded 
inflation  by  piling  up  stocks. 

He  buys  all  he  can  get . . .  much  more 
than  he  can  reasonably  dispose  of  quickly. 

He  calls  it  "protective"  buying.  Actually  it's 
destructive  buying  . . .  destructive  of  the 
Nation's  All-Out  War  Program. 


Voluntary  Limitation 
Has  Failed 

Although  most  merchants  are  cooperating 
to  bring  stocks  down  .  .  .  investigation  proves 
that  the  flov^^  of  goods  is  still  toward 
the  large  institutions. 


VOLUNTARY  LIMITATION   HAS  FAILED 

to  prevent  some  merchants  from  piling  up 
stocks  out  of  proportion  to  available  supply. 

VOLUNTARY  ALLOCATION   BY   MANUFACTURERS 
AND  WHOLESALERS  HAS  FAILED  tO  bring  about 

an  equitable  distribution  of  merchandise. 
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Inventory  Limitation  needed  \  Though  the  over-all  inventory  Picture 

to  speed  up  JVar  Program! 


has  improved  in  the  last  six  months, 


It  will  help . . . 

•  •  —  by  preventing  merchants  from  piling  up 

excessive  stocks  in  relation  to  total  available 
supply  of  scarce  goods. 

...^  by  reducing  pressure  to  produce  more  and 
more  consumers'  goods. 

•  •  •—  by  releasing  excess  inventory. 

•  •  .^  by  releasing  manpower  used  in 

warehousing  excessive  inventory. 

•  •  ...  by  delaying  exhaustion  of  scarce  materials. 

•  •  — -  by  helping  maintain  civilian  morale. 
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Inventory  Limitation . 


ln>emorv  IJmitation 


MCREASE  M  DEPARTMENT  STORE  MVENTORCS  AND   SALES 
BY  FEDERAL  RESERVE    BANK    DISTRICTS 


K1WA»     CITY 


MM*  «»«ftrc«> 


C=l 


PERCENT  MCREASE  M  DEnkRTMENT  STORE  MVENTORCS  AND    SALES 

BY  FEDERAL   RESERVE    BANK    DISTRICTS 

(OCTOtCW  »t  m4l   m   OCTOUll  U,  l»4U 
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Inventory  Limitation 


is  needed  to  speed  up  flow  of 
relatively  scarce  goods  through 
channels  of  distribution . . . 


Manufacturer 


Wholesaler's 
Stocks 


Wholesaler 


Retailer's 
Stocks 


Retailer 


Consamer 
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When  total  supply  of  goods  is  limited  and  a 
substantial  portion  is  siphoned  off  to  merchants' 
surplus  Stocks,  the  supply  of  goods  to  the 
ultimate  consumer  is  dangerously  limited. 
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Inventory  Limitation 


needed  to  protect 
the  merchant. . . 


who  operates  his  business  on  reasonable  ratio 
of  stock  to  sales  against  selfish  competitors, 
who  buy  up  excessive  quantities  of  goods. 


Inventory  Limitation 


Needed  for 
Protection  of 
Postwar 
Economy 


"Large  inventory"  psychology  is  "seed"  from 
which  post-war  inflation  hysteria  would  grow . . . 

INVENTORY  LIMITATION  will  temper 

"large  stock"  psychology  and  will  contribute 

toward  a  more  sound  and  normal 

postwar  inventory  position. 
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INVENTORY    LIMITATION 
ORDER  L-219  AT  A  GLANCE 

. . .  L-219  exempts  merchants  whose  sales  are  more 
than  50%  in  goods  listed  on  List  A. 

...  It  also  exempts  merchants  whose  inventories 
were  less  than  $50,000  at  the  end  of  any 
quarter  of  their  Federal  Income  Tax  Year. 

...  It  exempts  merchants  whose  net  sales  during 
the  12  months  preceding  the  last  day  of  that 
quarter  were  less  than  $200,000. 

. . .  L-219  is  based  on  the  current  trend  of  sales 
and  the  inventory-to-sales  ratio  of  the 
base  period  1939-1940-1941. 

...  It  limits  receipts  of  merchandise  so  as  to  achieve 
normal  inventories  in  relation  to  current  sales. 

. . .  Merchants  whose  inventories  are  over  their 
normal  limit  are  required  to  restrict  the 
merchandise  they  take  into  stock  each  month 
of  the  next  quarter  until  their  stocks 
are  under  the  limit. 


LIST  A 

lines  of  goods  (whether  or  not 
consumers'  goods)  qualifying 
merchants  for  exemption 

Antiques. 

Coal,  fuel  oil,  gasoline,  and  miscel- 
laneous heat  or  power  fuel. 

Coffins,  burial  caskets,  and  burial 
vaults. 

Farm  machinery  and  equipment, 
and  attachments  and  repair  parts 
therefor. 

Flowers  and  plants,  except  artificial 
types. 

Foods  and  confections. 

Grain. 

Hay. 

Jewelry  having  a  selling  price  of 
3200  or  more  per  piece. 

Lumber  and  building  materials,  ex- 
cept hardware. 

Motor  oil  and  grease. 

Motor  vehicles  and  motor  vehicle 
replacement  parts. 

Nonalcoholic  beverages. 

Rubber  tires. 

Second-hand  goods. 

Stock  food. 

Seeds  for  farm  use. 

Typewriters. 

"Consumers*  goods"  imported  into 
the  United  States. 

Supplies,  as  defined  in  §  1046.1  Sup- 
pliers'  Inventory  Limitation  Order 
L-63,  concerning  which  the  mer- 
chant is  required  to  keep  and 
actually  keeps  records  on  Form 
PD-336. 
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Inventory  Limitation 
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Inventory  Limitation 

WILL  APPLY  TO 
MERCHANTS  WHO 

^   are  engaged  in 

•  retailing 

•  wholesaling 

•  jobbing 

•  marketing  **consumers'  goods" 

•  and  who  maintain  a  ** Mercantile  Inventory" 

(to  be  defined  later) 

ii     whose  net  annual  sales  of  consumers'  goods 
are  $200,000  or  more  ...  AND 

ii     whose  mercantile  inventory  of  consumers'  goods 

on  the  last  day  of  any  quarter  of  their  taxable  year 

vvere  $50,0(K)  or  more  at  cost  value, 
after  November  30,  1942. 

^      who  sell  any  or  all  of  the  following  typical  lines 

of  consumers'  goods : 

21 


EXAMPLES  OF  TYPICAL  CONSUMERS'  GOODS 

LIST  B 


Women's,  misses*  wearing  apparel. 

Women's,  misses'  accessories. 

Baby  goods. 

Men's  and  boys'  clothing. 

Men's  and  boys'  furnishings. 

Work  clothing. 

Footwear. 

Hosiery,   underwear,  negligees,  and 

robes. 
Gloves,  handbags,  and  millinery. 
Aprons,  house  dresses,  and  uniforms. 
Furs. 

Corsets  and  brassieres. 
Lace,  trimmings,  and  ribbons. 
Notions. 

Toilet  articles   and   toiletries   (such 
as  cosmetics,  shaving  equipment, 
and  soaps). 
Clocks  and  watches. 
Jewelry  and  silverware. 
Umbrellas. 
Art,    needlework,    and    yarns    for 

home  use. 
Paper    and    paper    products,     sta- 
tionery, books. 
Giftwares. 

Piece  goods  (silks,  velvets,   rayons 
and  synthetics,  woolens,  cottons, 
linens,  mixtures,  wash  goods,  and 
linings). 
Drugs  and  drug  sundries. 
Sporting  goods  and  cameras. 
Toys  and  games. 
Luggage  and  other  leather  goods. 
Garden  supplies  and  seeds  for  gar- 
den use. 
Motor  vehicles,  replacement  parts, 
and  accessories. 


Tires. 

Typewriters. 

Linens,  including  towels. 

Domestics  (muslins,  sheetings,  etc.). 

Blankets,  comforters,  and  spreads. 

Furniture,  bedding,  and  domestic 
floor  coverings. 

Draperies,  curtains,  and  upholstery. 

Lanterns,  lamps,  and  shades. 

Chinaware  and  glassware. 

Major  household  appliances,  in- 
cluding mechanical  refrigerators, 
washing  machines,  and  cooking 
appliances. 

Small  electrical  appliances,  light 
bulbs,  fixtures,  and  dry  cells. 

Radios,  phonographs,  records,  and 

supplies. 
Hardware  and  tools  for  home  use. 
Kitchenware,  cutlery,  and  miscella- 
neous housewares. 
Musical    instruments,    pianos,  and 
sheet  music. 

Window  shades,  blinds,  and  wall- 
paper. 

Brushes,  brooms  and  mops. 

Soaps  and  household  cleaning  and 
sanitation  materials. 

Paints,  varnishes,  waxes,  and  pol- 
ishes. 

Christmas  ornaments  and  supplies. 

Wheeled  goods. 

School  supplies. 

Antiques. 

Coal. 

Flowers  and  plants. 
Smoking  equipment. 
Second-hand  consumers*  goods. 


Inventory  Limitation 
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is  the  result  of  many  months  of  study  by  technical 
experts,  and  a  committee  of  business  men  in  consultation 
with  hundreds  of  merchants  in  every  industry  affected. 


//  is  simple 

^  easy  to  comply  with  from  figures  readily 
obtainable  under  merchant's  present 
accounting  system  and  tics  in  with  his 
Federal  Income  Tax  Year. 

'A'  Its  principles  have  been  under  discussion 
in  Mercantile  circles  since  July,  1942, 
so  that  merchants  have  had  an  opportunity 
to  prepare  for  it. 


Here  is  a  summary  of  what  a  merchant  who  carries 
a  mercantile  inventory  in  a  retail  store,  a  wholesale 
establishment,  or  manufacturer's  stock- carrying 
branch  who  will  do  under  Inventory  Limitation 
Order  L-219. 


1.   He  looks  at  list  **A"  of  this  order  to  see  if 
he  is  exempt  because  he  did  more  than  50% 
of  his  business  on  these  commodities. 

Lt.   If  not,  and  if  he  had  a  mercantile  inventory 
of  consumers'  goods  of  $50,000  or  more  at 
cost  value  at  the  end  of  any  quarter  of  his 
federal  taxable  year  and  if  his  net  sales  of 
consumers'  goods  during  the  twelve  months 
preceding  that  date  were  $200,000  or  more 
he  comes  under  the  order  as  a  "controlled 
merchant." 

*)•   He  calculates  his  stock-to-sales  ratio  by 
quarters  for  his  base  period  which  is  his 
average  experience  in  the  years 
1939-1940-1941. 
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T".   He  computes  his  normal  inventory  which  is 

based  on  his  projected  sales  .  .  .  (which  are 

his  current  rate  of  sales  compared  with  the 
corresponding  period  of  the  previous  year.) 

^.    He  figures  out  his  inventory  limit  by  taking 
his  normal  inventory  plus  a  percentage  of 
tolerance  allowed  by  the  order. 

O.    He  does  not  have  to  send  any  report  to  WPB 
if  his  inventory  at  the  beginning  of  the 
second  quarter  is  below  his  limit. 

/•  He  calculates  his  "open  to  buy"  (allowable 
receipts)  based  on  his  projected  sales,  if 
his  inventory  at  the  beginning  of  the  second 
quarter  is  above  his  inventory  limit. 


8. 


He  then  files  reports  with  WPB  monthly 
and  quarterly  until  his  inventory  is 
below  the  limit. 

y  •   He  restricts  his  intake  of  merchandise  to 
his  normal  "open  to  buy"  until  his  inventory 
gets  into  line. 

26 
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At  Beginning  of  Merchant' s\ 

Second  Quarter  of  1 943 
Which  May  Be: 

March  1,  1943  (if  your  inventory  year 

began  December  1) 

April    1, 1943  (if  your  inventory  year 

began  January  1) 

May     1,  1943  (if  your  inventory  year 

begins  February  1) 

Merchants  required  to  make  quarterly  reports 
send  them  to  WPB  not  later  than  the  25th  of  the 
first  month  of  the  second  quarter  of  1943  . . . 

March  25, 1943 
April  25,1943 
May     25, 1943 

Merchants  required  to  make  monthly  reports  send  them 
to  WPB  the  25th  of  the  second  and  third  months 
of  the  quarter. 


Getting  Inventories 
Within  Limit 

Merchants  whose  inventory  is  now  in  excess  of 
inventory  limit  should  get  their  inventories  into  line 
before  the  beginning  of  second  quarter  of  their 
inventory  year  ...  in  an  orderly  manner. 

Merchants  who  are  maintaining  normal  inventories 
tell  us  that  they  are  keeping  their  stocks  at 
most  efficient  levels  ... 

i^     By  clearance  of  slow-selling  stocks  and 
broken  assortments. 

^     By  concentrating  their  buying  on  best  sellers. 


^ 


By  streamlined  merchandising  ...  by  having 
range  of  stock  narrow  and  deep  .  .  .  narrower 
range  of  styles,  colors,  price  lines;  more  complete 
assortments  in  fast-moving  lines. 


28 


29 


DEFINITIONS  USED 

IN  L-219 


"CONSUMERS'  GOODS"  means  merchandise  which 
individuals  buy  in  its  present  form  for  personal 
or  household  use. 

Consumers'  goods  for  the  purpose  of  this  order 
do  not  include : 

it  foods  or  beverages  for  human  or 
animal  consumption. 

it  fuel  oil,  gasoline,  motor  oil,  grease  or  allied 
petroleum  products. 

it  goods  sold  for  consumption  on  vendor's  premises 
such  as  food  sold  at  fountains  and  in  restaurants. 

ir  goods  used  in  rendering  personal  services 
such  as  shoe  repairing. 

iz  producer's  goods  such  as  farm  implements. 


■I 


"MERCANTILE  INVENTORY"  is  the  stock  of 
consumers'  goods  which  a  merchant  engaged  in 
marketing  holds  for  sale  . . . 

Examples:  slocks  of  retailers,  jobbers,  wholesalers, 
commission  men  .  .  .  finished  goods  of  manufacturers 
held  in  stock-carrying  branches. 

Factory  inventories,  that  is,  consumers'  goods  held  at 

the  factory  or  in  the  immediate  vicinity  where  they  were  made, 

are  not  included. 

Consignment  goods  or  memo  goods  are  included  in 
the  inventory  of  the  merchant  holding  them  for  sale  .  . . 
and  are  thus  not  in  the  inventory  of  the  owner. 

If  they  are  consigned  to  a  person  not  holding  them  for  sale, 
they  are  in  the  inventory  of  the  owner. 

Goods  in  transit  may  be  included  in  inventory  or  not, 
according  to  the  merchant's  prior  accounting  or  income 
tax  practice. 

Goods  are  no  longer  "in  transit"  a  day  after  they 

are  delivered  to  a  merchant  on  his  premises,  to  his  warehouse 

or  to  a  commercial  warehouse  for  his  account. 
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Goods  kept  in  warehouses,  stock  rooms  or  any  other  place 
by  a  merchant  are  considered  inventory  if  they  are 
to  be  placed  on  sale  at  some  future  time. 

Example:  seasonal  goods  held  for  future  season  .  .  .  goods 
bought  for  speculative  purposes,  etc. 

Goods  held  on  "Will  Call"  or  "Lay  Away"  may  be 
considered  inventory  or  not,  according  to  the  merchant's 
prior  accounting  or  income  tax  practice. 

"MERCHANT"  means  any  person  engaged  in  retailing, 
wholesaling,  jobbing  or  otherwise  marketing  consumer 
goods  .  .  .  whether  manufactured  by  himself  or  another 
...  as  long  as  he  maintains  a  "Mercantile  Inventory" 
as  previously  described. 

"CONTROLLED  MERCHANT"  is  one  who 

a.  on  or  after  November  30,  1942,  had  a  mercantile 
inventory  of  $50,000  or  more  at  cost  value  at  the  end  of 
any  quarter  of  his  Federal  Income  Tax  Year. 

AND 

b.  during  the  12  months  preceding  the  end  of  the  same  quarter 
of  his  Federal  Income  Tax  Year  had  net  sales  of 
consumers'  goods  of  $200,000  or  more. 


Except: 

i^  Merchants  more  than  50%  of  whose  net  sales 

during  their  most  recently  completed  inventory  year 
are  goods  listed  in  List  **A." 

ti  Merchants  whose  sales  are  entirely  outside  of  the  U.S.A. 

it  Governmental  Corporation  or  agency,  including  Army, 
Navy,  Marine  Corps,  Post  Exchange  or  Service  Stores. 


*  NET  SALES"  means: 


Gross  sales  in  Dollars  less: 


returns 


allowances 

rebates 

discounts 

and  other  proper  deductions 

Includes:  merchandise  ordered  by  a  merchant 
to  be  sent  from  his  manufacturer  or  supplier 
direct  to  retail  customer. 

A  merchant  also  engaged  in  manufacturing 
shall  not  include  sales  made  as  a  manufacturer 
out  of  his  "factory  inventory". 
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"COST"  or  "COST  VALUE"  has  the  same  meaning 
m  this  order  as  in  the  merchant's  regular  accounting 
practice  for  balance  sheet  and  for  statement  of  profit 
and  loss  or  for  Federal  Income  Tax  purposes. 

Goods  held  on  consignment  or  memo  are  to  be  valued  at 
not  less  than  the  amount  which  the  person  holding 
them  for  sale  would  have  to  remit  to  the  owner  if 
all  the  goods  were  soJd.  Incoming  transportation  costs 
and  work-room  charges  shall  be  included  in  the  cost 
of  memo  goods  if  such  charges  are  regularly  included 
in  the  cost  of  non-memo  comparable  goods  owned 
by  the  merchant. 

Retailers  using  the  "retail  method"  of  valuing 
their  inventories  may  reduce  their  inventories 
to  cost  by  the  method  prescribed  for 
Federal  Income  Tax  purposes. 

"INVENTORY  YEAR"  refers  to  each  recurring  12.month 
period  beginning  either  on  December  1st,  January  1st,  or 
February  1st  and  coinciding  with  the  beginning  date  of 
a  quarter  of  the  merchant's  Federal  Income  Tax  Year. 


No  matter  on  what  date  the  "inventory  year"  begins, 

it  is  designated  by  the  year  in  which  most  of  its  months  fall 

For  example:  A  merchant's  "Inventory 

Year  1943"  "^^Y  begin: 

December   i,   1942 

January   i,   1943 

February  i,   1943 

Each  "Inventory  Year"  consists  of  four  quarterly  periods  .  . 
three  months  each. 

A  merchant  whose  fiscal  year  is  divided  into  thirteen 
periods  of  four  weeks  or  into  four  periods  of  thirteen  weeks 
each,  may  adopt  four  thirteen-week  periods  as  his 
"quarter"  and  each  such  quarter  must  be  divided  into 
one  five-week  and  two  four- week  "months". 

Merchants  who  keep  their  accounts  on  this  basis  may 
begin  their  "inventory  years"  on  dates  other  than 
December  1st,  January  1st  or  February  1st,  provided  date 
is  as  near  as  possible  to  the  beginning  date  of  a  quarter 
of  his  Federal  Income  Tax  years. 
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^*BASE  PERIOD"  is  a  period  of  three  **inventory  years' 
beginning  with  the  1939  **inventory  year". 
Ordinarily  this  would  begin  on 

December  1,  1938 

or 
January  1,  1939 

or 
February  1,  1939 

If  a  merchant  lacks  records  for  part  or  all  of  this 
"base  period",  he  shall  use  as  his  special  base  period 
as  many  complete  consecutive  quarterly  periods  between 
December  1,  1938,  and  February  1,  1942,  for  which 
he  has  complete  records. 

If  he  does  not  have  records  for  four  complete  periods, 
he  shall  take  quarterly  periods  from  his  1942 
records  sufficient  to  complete  an  inventory  year. 

If  he  cannot  establish  such  a  base  period  from  his 
records,  he  shall  apply  to  the  Director  General  of 
Operations  for  instructions. 


^■■1 


"COST  OF  GOODS  SOLD"  means  cost  of  goods 
removed  from  mercantile  inventory  by : 
Sale 

Spoilage 
Shrinkage 
Consignment  to  another  person  .  . . 

or  other  deduction  according  to  generally  accepted 
accounting  practice  consistently  used  by  the 
merchant. 

and  any  goods  ordered  shipped  directly 
to  a  retail  customer  by  a  manufacturer, 
wholesaler  or  other  vendor. 
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"RECEIPTS  OF  CONSUMERS'  GOODS '  is  the  cost 
of  goods  acquired  by  a  merchant  through : 

Purchase 

Consignment 

Memorandum 

or  any  other  manner  by  which  they  become  part  of 
the  merchant's  inventory. 

PLUS— COST  OF  GOODS  ORDERED  SHIPPED  BY 
MANUFACTURER  OR  WHOLESALER  OR  OTHER 
VENDOR  TO  MERCHANTS  RETAH.  CUSTOMERS. 

Goods  manufactured  by  a  merchant  are  included  in  his 
"receipts  of  consumers'  goods"  as  soon  as  they  are 
transferred  from  his  factory  inventory  to  his 
mercantile  inventory. 

If  a  merchant  elects  to  value  his  inventory  at  retail 

value,  his  "receipts  of  consumers'  goods"  will  be  calculated 

at  retail  value  and  not  at  cost  value. 


*TROZEN  GOODS"  are  goods  selling  much  more  slowly 
than  normal  because  of  government  regulations  which 
specifically  restrict  the  sale  of  these  goods  to  preferred 
persons  based  on  special  need. 

FROZEN  GOODS  CREDIT 

a.  In  order  to  obtain  credit  for  frozen  goods  the  goods 
must  have  been  in  stock  at  least  four  months  prior  to  the 
quarterly  period  for  which  the  credit  is  taken. 

b.  The  amount  of  credit  in  dollars  is  the  cost  value 

of  frozen  goods  of  any  kind  at  the  beginning  of  the 
quarter  minus  the  sales  of  frozen  goods  of  that  kind 
during  the  preceding  quarter. 
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II 


REGULATIONS  AND 


SPECIAL  REPORTS 


RESTRICTIONS 

RESTRICTION  OF  INVENTORY  AND 
RECEIPT  OF  GOODS 

Any  merchant  whose  inventory  at  the  beginning  of  any 
quarter  (after  the  first  quarter  of  1943)  is  greater  than  his) 
inventory  limit  shall  not  take  in  more  goods  than  his 
"allowable  receipts"  (as  previously  explained)  for 
that  period. 

Nor  shall  he  take  into  stock  more  than  one-third  of  his 
"allowable  merchandise  receipts"  during  the  first  month  of 
the  quarter ...  or  two-thirds  of  his  "allowable  merchandise 
receipts"  during  the  first  two  months  of  that  quarter. 


Every   merchant  whose   inventory  at  the  beginning  of 

any  quarter  after  the  first  quarter  of  1943  exceeds  his  inven- 
tory Hmit  shall  mail  to  the  War  Production  Board  a  copy 

of  each  of  the  following  reports ...  keeping  a  duplicate. 


FORM 


DATE 


PD-690      On  or  before  the  25th  day  of  the 

first  month  of  the  quarterly  period 
in  which  he  had  the  excess. 

PD-689      Same  day.  ( This  form  is  filed  only 
once  with  the  first  filing  of  PD-690) 

PD-713      On  or  before  the  25th  day  of 

the  second  month  of  the  quarterly 
period. 

PD-713      On  or  before  the  25th  day  of  the 

third  month  of  the  same  quarterly 
period. 

PD-690      On  or  before  the  25th  day  of  the 
first  month  of  the  following 
quarterly  period. 
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RECORDS 

Every  merchant  shall  preserve  those  records  concerning 
his  operations  necessary  to  determine  whether  he  is  a 
controlled  merchant. 

Every  controlled  merchant  shall  preserve  his  records 
concerning  sales  and  inventories  during  the  base  period 
until  further  notice.  Form  PD-689  kept  completely  and 
accurately  will  satisfy  this  requirement. 

Every  controlled  merchant  is  required  to  prepare  and  preserve  for 
at  least  two  years  complete  records  of  his  sales,  inventories, 
costs  and  merchandise  taken  into  stock  to  make  it  possible  to 
check  his  compliance  with  this  order. 

This  can  be  easily  done  by  keeping  forms  PD-689,  PD-69()  and 
such  other  forms  as  may  be  made  available. 


MISCELLANEOUS 

Records  must  be  submitted  for  audit  on  request  by  duly  authorized 

representatives  of  WPB. 

This  order  and  all  transactions  it  afifects  are  subject  to  all 
applicable  WPB  priorities  regulations. 

Any  person  subject  to  this  order  who  feels  that  compliance  will 
work  an  exceptional  or  unreasonable  hardship  upon  him  may  appeal 
from  this  order  by  filing  a  letter  in  triplicate,  referring  to  the 
particular  provision  appealed  and  stating  fully  the  grounds  on  which 
appeal  is  based. 

PENALTIES 

Violation  of  this  order  is  a  crime  punishable  by  fine  or  imprisonment 
or  denial  of  the  use  of  any  materials  under  priority  control  or 
allocation.  Violators  may  also  be  denied  priorities  assistance. 

Violations  include: 

1.  Failure  to  make  reports  when  required  by  the 
provisions  of  this  order. 

^  2.  Wilfully  concealing  material  facts  or  furnishing 

false  information. 

3.  Accepting  merchandise  in  excess  of  allowable  receipts. 
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RESPONSIBILITY 
OF  MANUFACTURERS, 
WHOLESALERS 
AND  RETAILERS 


Under  Priorities  Regulation  No.  1, 
Section  944.13  .  . . 

No  person  may  be  held  liable  for  damages 
or  penalties  for  any  default  under  any  contract 
or  order  which  shall  result  directly  or  indirectly 
from  compliance  with  Order  L-219. 

Similar  protection  is  afforded  by  the 

ft 

Second  War  Powers  Act  of  1942. 
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PROVISIONS  FOR  CORPORATE 
COMBINATIONS  AND 
SIMILAR  ENTERPRISES 

1,   Businesses  under  common  ownership  or 
control  must  consolidate  records  of  all  their 
units  into  one  for  the  purpose  of  this  order 
regardless  of  the  corporate  distinctions 
under  which  they  operate. 

2#   Transactions  among  units  of  a  single 

organization  are  not  regarded  as  "sales"  or 
'^receipt  of  goods"... 

Except . . .  when  one  of  these  units  engages 
in  manufacturing. . .then  transfer  of 
goods  from  factory  inventory  to  mercantile 
inventory  constitutes  a  receipt  of  such 
goods  for  purposes  of  this  order. 

3.   Manufacturers  or  other  enterprises  operating 
stores  chiefly  for  employees  and  their 
families  must  determine  w^hether  such  stores 
in  themselves  come  into  the  category  of 
"controlled  merchants." 
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If  these  "Employees*  stores"  or  "commissaries" 
of  themselves  come  under  the  provisions  of 
L-219  the  order  applies  to  them  as  to  any 
other  store  and  their  records  must  be  kept  apart 
from  the  main  enterprise  to  which  they 
are  connected. 

^.  Any  organization  controlling  substantially 
independent  individual  businesses  known  as 
"ownership  groups"  which  in  themselves 
would  be  "controlled  merchants"  if  considered 
separately  and  which  does  not  generally  buy, 
warehouse  or  interchange  stocks  among  the 
units  may  elect  by  writing  to  WPB  before 
February  1st,  1943  to  regard  each  establishment 
as  a  separate  "controlled  merchant." 

J.  Non-consumer  goods  may  be  included  with 
consumers'  goods  if  it  is  the  practice  of 
the  business  to  include  them  consistently 
and  if  exclusion  would  be  impracticable...  as 
defined  in  the  order. 

6.    In  complying  with  this  order  a  merchant 
must  use  the  same  system  of  accounting  that 
he  has  consistently  employed  since  the 
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beginning  of  his  base  period.  If  there  has 
been  a  significant  change  since  that  period, 
he  must  apply  to  the  Director  General  of 
Operations  for  specific  instructions. 

/•   This  order  does  not  relieve  any  person  from 
the  responsibility  of  complying  with  the 
provisions  of  the  "Supplier's  Inventory 
Limitation  Order  L-63."  Any  merchant  whose 
sales  are  more  than  50%  of  "supplies"  as 
defined  in  Order  L-63  and  who  actually  keeps 
records  of  such  supplies  on  Form  PD-336 
does  not  come  under  the  provisions  of 
Order  L-219. 

O.  Any  merchant  who  employed  the  "Retail 
Method"  of  computing  inventory  during  his 
base  period  may  follow  the  retail  method 
in  complying  with  this  order  under  conditions 
specifically  described  in  the  order. 

V.  Current  receipts,  sales  and  inventories  of 
officers'  uniforms  may  be  excluded  from 
computations  in  compliance  with  this  order 
if  done  consistently. 
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Up  to  this  point  we  have  given  you  a  general 
outline  of  the  provisions  of  L-219. 

//  is  important  that  you  study  the  order  itself  .  .  . 
and  understand  it  fully. 

It  is  not  at  all  difficult . . .  and  complying  with 
it  is  made  still  easier  by  following  the  formulas 
for  computing  base  period,  stock-to-sales  ratio, 
sales  ratio,  normal  inventory,  and  inventory  limit 
as  given  in  the  appendix  to  the  order  and  as 
shown  on  Forms  PD-689  and  PD-690. 

On  the  following  pages  we  give  you  graphic 
demonstrations  of  these  formulas  and  forms. 


Appendices 
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COMPUTATION  OF  A  NORMAL  INVENTORY 


I.  Computation  of  the  normal  quarterly  INVENTORY-SALES  RATIO,  using 
the  second  quarterly  period  ratio  as  an  example. 

A.  Add  the  mercantile  inventories  for  the  quarterly  periodsof  the  base 
period  years  corresponding  to  the  quarterly  pericxl  for  which  the  normal 
inventory  is  being  computed. 

Example 

1939  Beginning  2nd  quarterly  period  inventory  at  cost     ....     $50,000 

1940  Beginning  2nd  quarterly  period  inventory  at  cost     ....      56,000 

1941  Beginning  2nd  quarterly  period  inventory  at  cost     ....      56.000 

Total  A  at  cost     ....  $162,000 

B.  Add  the  net  sales  for  the  quarterly  i)eriods  of  the  base  period  years 
corresponding  to  the  quarterly  period  for  which  the  nomial  inventor> 
is  being  computed. 

Example 

1959  sales  2nd  quarterly  period $100,000 

1940  sales  2nd  quarterly   i>eriod 104.000 

1941  sales  2nd  quarterly  period 104.000 

Total  B    .    .    .    .    $308,000 

C.  Divide  Total  A  by  Tmal  B,  computing  to  three  decimal  places. 
162.000  \ox.i\  A    '^  nomial  inventorv-sales  ratio  for  all  second 


I 


I' 
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Il.Compuianon  of  PROJECTED  SALES,  using  the  second  quarterly  period 
of  1943  as  an  example. 

A.  In  computing  the  projected  sales  for  a  quarterly  period,  dix  ide  the  net 
sales  during  the  second  preceding  quarterly  period  by  the  net  sales  during 
the  quarterly  period  of  the  previous  year  corresponding  to  the  second 
preceding  quarterly  period,  computing  to  three  decimal  places. 

Example 

Sales  4th  quarterly  period  1942      ^^^^  ^^.^^  ^^^^  ^nd  quarterly  period  1943 
Sales  4th  quarterly  period  1941 

Sales  4th  quarterly  period  1942 

Sales  4th  quarterly  period  1941        $130,000  /period  1943 

B.  Then  multiply  the  sales  ratio  for  the  quarterly  period  by  the  net  sales 
during  the  corresponding  quarterly  period  of  the  preceding  year. 

Example 

Sales  2nd  qt.  42  >  sales  ratio  2nd  qt.'43  -  Projected  sales  2nd  qt.  '43. 

Sales  2nd  quarterly  period  '42,  $110,000  a  1.05  (sales  ratio)  -    $115,500 

(  Projected  Sales  2nd  qt.  '43) 


.  Sales  Ratio 
$136,000       ^\^      ^  ^  , 

=  1.05    for  2nd  quarterly 
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III.  Computation  of  the  NORMA!.  INVENTORY,  using  the  second  quanerK 
IKriod  of  1943  as  an  example. 

Multiply  the  projected  sales  during  the  quarter!)  period  by  the  normal 
inventory-sales  ratio  for  that  quarterly  period. 


Example 


Projected  sales  \/  Normal  Inventory-sales 


2nd  qt.  '43 
$115,500 


X 


ratio  for  all  2nd  qts. 
X  ,526 


Normal  lnventor> 
beginning  2nd  qt.  '43 
$60,753  cost  value 


SI 
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COMPUTATION  OF  INVENTORY  LIMIT 

I.  Computation  of  the  INVENTORY  LIMIT  using  a»  an  example  the 
second  quarterly  jieriod  of  1943  of  a  merchant  in  the  Eaitcrn  Time  Zone 
operating  on  the  cost  meihcxi. 

A.  Compute  the  tolerance  by  multiplying  the  normal  inventory  for  the 
beginning  of  the  quanerly  period  by  the  appropriate  percentage 
of  tolerance. 

Example 

Normal  inventory  beginning  2nd  qt.  "43  x  .10  =  Tolerance  beginning 

2nd  qt.  '43. 

Normal  Inventory    x  Tolerance  %■   =  Amount  of  Tolerance 
$60,753  X         .10  -  16,075.30 

B.  Add  the  tolerance  thus  secured  to  the  noniial  inventory. 


'/  ' 


Example 

Tolerance  beginning  2nd  quarterly  period  '43     .... 
Normal  Inventory  beginning  2nd  quarterly  period  '43    . 

Inventory  Limit 


.  $6,07530 
.  60.753.00 
.  $66,828J0 


COMPUTATION  OF  ALLOWABLE  RECEIPTS 
AT  COST  VALUE  ON  THE  BASIS  OF 
PROJECTED  SALES 

I.  Computation  of  the  COST  OF  PROJECTED  SALtS  for  a  quarterly  period, 
using  the  second  quarterly  period  of  1943  as  an  example. 

A.  Divide  the  cost  of  goods  sold  during  the  corresponding  quarterly 
period  of  the  preceding  year  by  the  net  sales  during  the  corresponding 
quarterly  period  of  the  preceding  year. 


Example 


Cost  of  goods  sold  2nd  qt.  '42 
Net  sales  2nd  qt.  '42 

$66,000 


$110,000 


=  Cost  ratio  for  2nd  qt.  '43 


=  60% 


B.  If  such  data  are  not  available,  use  the  cost  of  goods  sold  and  net  sales 
on  the  most  recent  federal  income  tax  return. 


Example 

Cost  of  goods  sold  during  taxable  year  1942 
Net  sales  during  uxable  year  1942 


=  Cost  ratio  for  any  qt.  of  '43 


C.  Multiply  die  projected  sales  for  the  quarterly  period  computed  in 
accordance  with  Appendix  A,  by  the  cost  ratio  for  the  quarterly  period. 

Example 

Cost  ratio  x   projected  sales  2nd  qt.  '43  =  Cost  of  projected  sales  for  2nd 

qt.  '43 


Cost  Ratio  X  Projected  Sales 

j60       X  $115^ 


=  Cost  of  Projected  Sales 
-  $69300 


\ 
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II.  (  omputa.ion  of   AI.I.OWABI.K    RbX.HIPTS  tor  a  quarterly  peri.KJ.  using 
the  second  quarierl\    period  ot   1943  as  an  example. 

A.  Add  the  cost  of  projected  sales  for  the  quarterly  i^riod  to  the  cmt  \ahie 
i)f  a  normal  inventor)  at  the  beginning  of  the  next  quarterly  |>eriod. 

Example 

Cost  of  Projected  sales  2nd  qt.  '43 •    *69.3«K» 

Normal  inventory  beginning  3rd  qt.  '43 — 54^)00 

Total  A    .    .    .  $123300 

B.  Subtract  from  the  sum  thus  secured  the  mercantile  invcmory  on  hand 
at  the  beginning  of  the  current  quarter.  ^ 

lotal  A    .    .    .  $123,300 

•  Minus)   Mercantile  Invcmory  beginning  2nd  qi.  '43  ^'^^ 

Allowable  Receipts  during  2nd  qt.  '43 $55300 


APPENDIX   'D" 

COMPUTATION  OF  ALLOWABLE  RECEIPTS  AT 
RETAIL  VALUE  USING  PROJECTED  SALES 

L  (x)mputation  of  ALLOWABLE  RECEIPTS  for  a  quarterly  period,  using 
the  second  quarterly  period  of  1943  as  an  example. 

Add  the  projected  sales  and  the  projected  markdouiis  for  the  quarterly 
period  to  a  normal  inventory  at  retail  value  at  the  beginning  of  the 


next  quarterly  period. 


Example 


Projected  Sales  2nd  qt.  '43 $115,500 

Projected  Markdowns  at  Retail  2nd  qt.  '43  ( Assume  4".  ►     .     .     .  4.620 

.Normal  Inventory  at  Retail  beginning  3rd  qt.  '43 80,000 

Total  A     .    .    .  $200,120 

B.  Subtract  frou\  the  sum  thus  secured  the  mercantile  inventory,  at 
retail,  on  hand  at  the  beginning  of  the  quarterly  period. 


Example 


Total  A    .    .    .    $200,120 
(  Minus)  Mercantile  Inventory  at  retail  value  beginning  2nd  qt.  '43       106,0(K) 

Allowable  receipts  at  retail  during  2nd  qt.  '43      $94,120 
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a. 


CONSUMERS'  GOODS  INVENTORY  LIMITATION  ORDER 

L-219 

Questions  and  Answers 

1.  What  is  Order  1^219? 

Order  L-219  is  a  consumers'  goods  inventory  order  and  requires  Controlled 
Merchants  to  restrict  their  receipts  of  consumers'  goods  when  their  inventories 
are  larger  in  proportion  to  sales  than  their  base  period  inventories. 

2.  Why  is  Order  L-219  necessary? 

Reduced  supplies  of  consumers'  goods  have  made  necessary  measures  to 
assure  the  availability  of  essential  civilian  requirements  in  all  areas.  Order 
L-219  is  designed  to  make  adequate  supplies  of  scarce  merchandise  available 
to  wholesalers  and  retailers  when  and  where  they  are  most  needed  without 
disturbing  the  all-out  war  effort. 

3.  Who  is  a  Merchant  under  Order  L-219? 

"Merchant"  means  any  person  engaged  in  retailing,  wholesaling,  jobbing  or 
otherwise  marketing  consumers'  goods  either  of  his  own  or  another's  manufac- 
ture, and  who  maintains  a  mercantile  inventory.  (The  answer  to  question  30 
defines  "mercantile  inventory.") 

4.  Who  is  included  in  the  order?  That  is,  who  is  a  "Controlled  Merchant"? 
Generally  speaking,  a  controlled  merchant  is  a  merchant  (wholesaler,  retailer, 
or  manufacturer  with  stock-carrying  branches)  who  had  both  of  the  following: 

A  mercantile  inventory  of  consumers'  goods  having  a  cost  v«klue  of 
$50,000  or  more,  on  or  after  November  30,  1942,  at  the  end  of  any 
quarter  of  his  federal  income  tax  years  and  also 
b.  Net  .sales  of  consumers'  goods  of  $200,000  or  more  during  the  twelve 
months  preceding  the  end  of  the  same  quarter  of  his  federal  income 
tax  year. 

5.  Who  is  exempt  from  coming  under  control  of  the  order? 

A  merchant  is  not  required  to  record  his  quarterly  sales  and  inventories  nor 
to  restrict  his  receipts  if  any  one  of  the  following  conditions  exists: 

a.  If  on  and  after  November  30,  1942,  he  has  a  mercantile  inventory  of 
consumers'  goods  having  a  cost  value  of  less  than  $50,000  at  the  end 
of  each  quarter  of  his  federal  income  tax  years;  or 

b.  if  on  and  after  November  30,  1942,  during  the  twelve  months  preceding 
the  end  of  each  quarter  of  his  federal  income  tax  years  he  has  net  sales 
of  consumers'  goods  of  less  than  $200,000;  or 

c.  if  more  than  50%  of  his  total  net  sales  of  all  kinds  of  goods  during  his 
most  recently  completed  inventory  year  were  sales  of  articles  named 
on  List  A;  or 

d.  if  his  business  is  done  entirely  outside  of  the  limits  of  the  United 
States;  or 

e.  if  the  business  is  conducted  by  governmental  agency  or  corporation, 
including  any  United  States  Army  or  Marine  Corps  Post  Exchange 
and  any  United  States  Navy  Ship's  Service  Department, 

6.  After  a  merchant  qualifies  as  a  "Controlled  Merchant,"  how  long  does  he 
remain  in  that  classification? 

He  ceases  to  be  a  controlled  merchant  after  four  quarters  if  at  the  end  of  each 
quarter  either  his  mercantile  inventory  had  a  cost  value  of  less  than  $50,000 
or  his  net  sales  of  consumers'  goods  amounted  to  less  than  $200,(X)0  during 
the  year  preceding  the  end  of  the  quarter. 


7  What  goods  must  a  merchant  include  in  his  sales  and  inventories  m  deter- 
mining whether  his  sales  and  inventories  are  large  enough  to  make  hun  a 
"Controlled  Merchant"  under  question  4? 

a    In  computing  his  net  sales,  he  should  include  only  sales  of  consumers' 

goods,  as  defined  in  the  next  question,  including  any  on  List  A. 
b.  In  computing  his  mercantile  inventories  he  should  mclude  only  his 
mercantile  stocks  of  consumers'  goods,  including  any  on  List  A.  (See 
definition  of  "mercantile  inventory"  under  question  30.) 
c  Note,  however,  that  he  is  not  a  controlled  merchant  if  more  than  50% 
of  his  sales  of  goods  of  all  kinds  (not  just  consumers'  goods)  are  of  the 
articles  included  in  List  A.     (See  question  5c  above.) 

8.  What  are  consumers'  goods? 

Consumers'  goods  are  goods  which  are  suitable  in  form  and  type  for  sale  to 
individual  ultimate  consumers  for  personal  or  household  use.  The  test  of 
consumers'  goods  is,  "Do  individuals  buy  the  item  in  its  present  form  for  per- 
gonal or  household  use?"  Note,  however,  that  quite  apart  from  this  test,  items 
under  questions  9  and  10  are  not  considered  consumers'  goods. 

9.  Are  foods  and  beverages  included  in  Order  Lr-219? 

No.  Foods  and  beverages  for  human  or  animal  consumption  are  expressly 
excluded  from  consumer  s  goods  as  defined  in  L-219. 

10  What  other  items  are  entirely  excluded  fi-om  bonsurilfert'  goods  in  Order 
L-219? 

Producers'  goods,  fuel  oil,  gasoline,  motor  oil,  greasfes,  and  relatfed  petroleum 
products  are  not  included  in  Order  1^219.     Uhder  ^ome  fconditidns,  officers 
uniforms  and  frozen  goods  are  excluded  also. 

11  Does  List  B  attached  to  the  order  and  in  Page  2  of  ike  Definitions  and 
Instructions  accompanying  Form  PD-689  include  All  the  artltlfeS  which  are 
consumers'  goods? 

No      List  B  on  Form  PD-689  is  intended  merely  ib  present  examples  of 
consumers'  goods.     If  an  article  other  than  food  or  petroleum  products  does 
not  appear  on  the  list,  it  must  be  included  if  it  meets  the  test  df  "consumers 
goods"  given  in  the  answer  to  question  8. 

12.  What  is  required  of  every  controlled  merchant  by  Order  L-219? 
Every  merchant  to  whom  the  order  applies  is  to  do  the  following: 

a.  Record  on  a  quarterly  basis  beginning  with  the  first  quarterly  period 
of  1939,  his  total  net  sales  and  mercantilfe  inventories  of  "consumers' 

Koods. 

b.  Compute  his  "normal  inventory"  ^or  each  quarterly  period  beginning 
with  the  second  quarterly  period  of  1943.  ^^ 

c.  Compute  his  "inventory  limit"  by  adding  to  his  "normal  itirentbry 
the  '^,olerance"  allowed.  ^ 

d.  Compare  his  actual  inventory  with  his  inventory  limit  at  the  begin- 
ning of  the  second  quarterly  period  of  1943  and  at  the  beginning  of 
every  quarterly  period  thereafter,  in  order  to  see  whether  he  has 
exceeded  his  inventory  limit. 

13.  What  constitutes  a  violation  of  L-219? 

a.  Exceeding  "allowable  receipts"  by  months  or  quarters  after  exceeding 
one's  inventory  limit.  „tt^t^  l 

b.  Failure  to  fill  in  and  file  Forms  PD-690  and  PD-713  with  the  WPB  by 
the  dates  designated  after  exceeding  one's  inventory  limit. 

c.  I'ailure  to  keep  suitable  records  on  file  available  for  examination  by  the 
WPB  on  request. 

d  Making  a  false  statement  or  representation  to  WPB  about  matters  reported 
in  Forms  PD  689,  PD-690,  PD-713.  or  in  any  other  reports  specifically 
required  by  the  Director  General  for  Operations,  WPB. 

14.  Will  a  merchant's  sales  be  limited  as  a  result  of  recording,  and  if  neces.sary. 
reporting  his  sales,  inventory,  or  other  figures? 

No.  The  present  order  places  no  limit  on  sales.  He  should  however,  plan 
his  purchases,  stocks,  and  anticipated  sales  conservatively  even  when  that 
means  figuring  his  "open-to-buv'  at  less  than  the  order  allows  in  the  calcu- 
lation of  his  "allowable  receipts."  In  other  words,  if  his  future  sales  picture 
is  falling  short  of  the  past  six  months'  trend,  he  ought  to  buy  according  to  his 
reduced  actual  needs  rather  than  up  to  the  full  extent  of  his  inventory  limit. 
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15.  Since  the  order  calls  for  records  and  calculations  on  a  quarterly  basis,  does 
that  mean  that  a  controlled  merchant  can  carry  only  inventories  enough  for 
90  days'  sales? 

No.  The  amount  of  inventory  that  he  may  carry  is  not  limited  to  his  sn\e» 
during  the  past  90  days.  It  is  determined  by  his  stock-to-sales  ratio  during 
the  base  period  (1939-1941)  applied  to  his  present  sales  trend.  If  he  averaged 
200  days  sales  requirements  at  the  beginning  of  the  second  quarters  of  the 
base  period,  Order  I/-219  does  not  prohibit  his  carrying  200  days'  stock  at  the 
beginning  of  the  second  quarter  of  the  1943  if  he  chooses. 

16.  At  what  time  during  each  quarter  should  a  controlled  merchant's  inventory 
be  within  the  inventory  limit  computed  on  Form  Pr>-690  in  order  for  his 
stocks  to  conform  to  the  maximum  standard  prescribed  by  Order  L  219. 

At  the  beginning  of  the  quarter — or  in  other  words,  on  the  last  business  day 
of  the  immediately  preceding  quarter.  It  is  not  required  that  his  invtatory 
be  less  than  his  "inventory  limit"  for  the  quarter  at  all  times  (luring  that 
quarter. 

17.  If  his  inventory  is  greater  than  his  "inventory  limit"  what  action  must  he 
take  to  remedy  his  overstocked  condition? 

The  War  Production  Board  does  not  wish  to  cause  excess  inventories  to  be 
thrown  on  the  market  at  once  and  liquidated  &s  quickly  as  passible.  Rather, 
merchants  are  expected  and  advised  to  reduce  their  actual  inventory,  to  their 
"inventory  limit  '  by  allowing  their  sales  to  continue  at  the  normal  rate 
and  by  limiting  their  purchases  until  their  stocks  have  declined  to  the  desired 
level. 

18.  What  does  a  merchant  do  if  his  inventory  at  the  beginning  of  any  quarterly 
period  is  less  than  his  "inventory  limit"? 

In  this  case,  he  need  not  report  to  the  War  Production  Board  unless  it  is 
specially  requested.  However,  it  would  be  advisable  for  him  to  calculate 
his  "allowable  receipts"  for  the  next  quarterly  [>eriod  and  voluntarily  to 
keep  his  receipts  within  that  figure  so  that  he  may  maintain  his  inventories 
at  the  normal  level  at  all  times. 

19.  What  steps  does  the  order  require  a  mercliant  to  take  if  his  inventory  at  the 
beginning  of  any  quarterly  period  is  greater  than  his  "inventory  limit"? 

a.  He  must  complete  two  copies  of  Form  PD-690  and  send  one  copy  to  the 
War  Production  Board,  Washington,  D.  C,  retaining  the  duplicate  in  his 
files. 

b.  He  must  complete  two  copies  of  Form  PD-689  on  the  first  occasion  that 
he  mails  Form  PD-690,  and  send  the  original  to  the  War  Production 
Board,  Washington,  D.  C. 

c.  He  must  compute  his  "allowable  receipts"  for  the  quarterly  period  and 
keep  his  actual  receipts  within  his  allowable.  Also  he  must  restrict  his 
receipts  for  the  first  month  of  the  quarter  to  not  more  than  one-third  of  the 
quarterly  "allowable  receipts,"  and  for  the  first  two  months  of  the  quarter 
to  not  more  than  two-thirds  of  the  quarterly  "allowable  receipts." 

d.  He  must  complete  two  copies  of  Form  PD^713,  and  mail  the  original  copy 
to  the  War  Production  Board,  Washington,  D.  C.,  not  later  than  the  twenty- 
fifth  day  of  the  second  and  third  months. 

e.  He  must  send  in  at  the  start  of  the  next  quarter  another  Form  PD-690 
showing  his  status  at  that  time. 

20.  Suppose  his  inventory  is  excessive  and  that  he  has  almost  no  "allowable 
receipts,"  what  may  he  do? 

He  is  allowed  to  receive  during  any  quarterly  period,  up  to  one-third  of  his 
sales  at  cost  or  at  retail  (dependent  upon  whether  he  values  his  inventories 
at  cost  or  at  retail),  during  the  preceding  quarterly  period — even  though  he 
has  no  other  "allowable  receipts." 

21.  Must  he  cancel  all  outstanding  commitments  or  orders  when  he  has  no  more 
"allowable  receipts"? 

If  delivery  is  specified  within  the  month  in  which  he  has  already  used  his 
entire  allowable  receipts,  he  must: 

a.  Postpone  receipt  until  such  time  as  his  allowable  receipts  permit 
additional  goods  to  be  received,  or 

b.  refuse  to  accept  delivery,  or 

c.  assign  the  orders  or  commitments  to  someone  who  is  open  to  buy 
for  his  own  account. 


22  If  an  assignment  cannot  be  arranged,  and  if  a  manufacturer  or  supplier 
insists  on  shipping  consumers'  goods  when  the  merchant  has  no  allowable 
receipts,  what  shall  the  merchant  do? 

He  must  refuse  delivery  of  such  goods. 

23.  Does  L-219  place  any  restrictions  on  making  new  commitments  for  mer- 
chandise? 

No,  but  deliveries  must  occur  during  periods  in  which  the  merchant  has 
sufficient  "allowable  receipts." 

24.  Under  what  conditions  is  a  controlled  merchant  required  to  submit  a  report? 

He  is  required  by  the  order  to  file  reports  only  when  his  mercantile  inventory 
is  greater  than  his  inventory  limit  at  the  beginning  of  any  quarterlv  period 
after  the  first  quarterly  period  of  his  1943  inventory  year.  When  that  con- 
dition occurs,  the  following  report  forms  are  to  be  filled  out  and  filed: 

a.  PD-690,  to  report  current  sales,  inventories,  and  the  calculation  of 

allowable  receiots. 
b    PD-689,   to   report    base    period    sales    and    inventories.     (This    is 
submitted  only  once,  at  the  time  Form  PD-690  is  filed  for  the  first 

time.)  ,     .  J    ,  ,  .    ■ 

e.  PD-713,  to  report  monthly  receipts  if  he  has  exceeded  his  inventory 

limit.  ,     ,  X     u  •  J 

d.  PD-691  is  available  to  him  as  a  worksheet  to  calculate  base  period 
inventories  and  cost  of  goods  sold  bv  quarters  if  he  has  no  quarterly 
records  for  1939,  1940  and  1941.  However,  he  need  not  send  it  to 
WPB  unless  specifically  requested  to  do  so. 

25.  When  is  the  first  report  due  from  a  merchant  with  an  inventory  over  his 
inventory  limit? 

Twenty-five  days  after  the  beginning  of  the  quarterly  period,  i.  e.  March 
25,  April  25  or  May  25,  1943,  dependent  upon  the  beginning  date  of  his 
inventory  year,  if  his  mercantile  inventory  at  the  beginning  of  his  second 
quarterly  period  of  1943  is  over  his  inventory  limit. 

26.  Where  shall  he  send  his  reports  on  Forms  PD-689,  PD-690  and  PD-713? 

He  should  retain  one  copv  of  each  for  his  files.  He  must  send  the  original 
of  each  to  the  War  Production  Board,  Washhigton,  D.  C,  Ref :  L-219. 

27.  If  a  merchant  exceeds  his  inventory  limit,  and  is  required  to  file  reports, 
how  long  must  he  continue  to  submit  reports  on  Forms  PD-690  and  PD-713? 

Until  he  has  reported  on  Form  PD-690  that  his  mercantile  inventory  at  the 
beginning  of  a  quarterly  period  of  his  inventory  is  less  than  his  inventory 
limit. 

28.  What  is  a  merchant's  "inventory  limit"? 

His  inventory  limit  is  his  "normal  inventory"  (see  question  50)  plus  his 
"tolerance"  (see  questions  48  and  49). 

29.  When  are  goods  "held  for  sale"  by  a  merchant? 

Goods  are  "held  for  sale"  if: 

a.  He  is  currently  offering  them  for  sale  (e.  g.,  goods  on  display) ;  or 

b.  he  intends  to 'sell  them  at  some  future  date  (e.  g.,  seasonal  goods  or 
goods  for  speculative  purposes,  although  such  goods  may  be  in  stor- 
age) ;  or  ,        V     J  * 

c.  he  has  transferred  possession  of  them  to  someone  else  who  does  not 
intend  to  use  them  or  to  sell  them  to  a  third  party,  but  who  is  to  de- 
liver them  either  back  to  the  merchant  for  sale  or  to  the  merchant's 
customers  (e.  g.,  piece  goods  placed  in  the  hands  of  a  contractor  for 
processing,  whether  or  not  the  operations  are  completed). 

30.  What  is  a  mercantile  inventory? 

A  mercantile  inventory  is  a  stock  of  consumers'  goods,  other  than  a  factory 
inventory,  held  for  sale  by  a  person  engaged  in  marketing  such  goods. 
Examples:   Inventories  of  retail  stores,  inventories  of  wholesalers,  inventories 
of  commission  men,  inventories  of  jobbers,  and  inventories  of  stock-carrying 
branch  houses  of  manufacturing  enterprises. 
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31.  What  stocks  must  retailers,  wholesalers,  and  the  like,  include  in  mercantile 
inventory? 

Each  will  include  in  his  inventory: 

a.  All  consumers'  goods  in  his  possession  which  he  holds  for  sale, 

b.  all  consumers*  goods  to  which  he  has  title  and  which  he  holds  for  sale. 

c.  Goods  in  transit  may  be  included  or  excluded  so  long  as  the  merchant 
deals  with  them  the  same  as  he  has  in  the  past  for  accounting  or 
income  tax  purposes. 

Note  that  if  any  of  the  merchant's  goods  are  in  the  possession  of  another 
person  who  holds  them  for  sale  on  consignment  or  memo  billing  from  the 
merchant,  they  are  part  of  that  person's  inventory  and  are  not  to  be  included 
in  the  inventory  of  the  merchant  who  consigned  or  billed  them.  Also  note 
that  goods  which  the  merchant  owns  and  has  acquired  for  purposes  of  sale, 
but  which  are  being  held  for  him  by  the  person  from  whom  he  bought  them, 
are  his  inventory,  and  not  the  vendor's. 

32.  Should  a  merchant  exclude  his  sales  and  inventories  of  articles  named  in 
List  A? 

If  more  than  50  per  cent  of  his  sales  of  goods  of  all  kinds  during  his  most 
recently  completed  inventory  year  are  of  articles  named  on  List  A,  he  is  not 
a  controlled  merchant. 

If  50  per  cent  or  less  of  his  sales  are  of  goods  on  List  A,  he  should  include  his 
total  sales  and  inventories  of  consumers'  goods  including  sales  and  inventories 
of  the  consumers'  goods  in  List  A.  Note  that  not  all  goods  on  List  A  are 
consumers'  goods. 

33.  What  about  "supplies"  recorded  on  Form  PD-336  under  Order  L-63T 

They  are  to  be  treated  like  other  articles  on  List  A.  Unless  more  than  50% 
of  a  merchant's  total  net  sales  are  composed  of  "supplies"  as  defined  under 
L-63,  and  of  other  goods  on  List  A,  thus  exempting  him  under  Order  L-219, 
he  is  required  to  comply  with  provisions  of  not  only  L-63  but  L-219  as  well. 

34.  How  are  "frozen  goods"  defined  in  Order  L-219? 

Any  consumers'  goods  in  stock  which  are  selling  at  a  substantially  less  rapid 
rate  than  normal  because  of  governmental  regulations  which  specifically 
restrict  the  sale  of  those  consumers'  goods  (such  as  typewriters  and  auto- 
mobile tires)  to  preferred  classes  of  r>crsons  based  on  special  need  are  consid- 
ered "frozen  goods." 

35.  Must  a  merchant  include  "frozen  goods"  in  determining  the  amount  of  his 
inventory? 

He  must  include  them  in  determining  whether  or  not  he  is  a  controlled 
merchant.  If  he  is  a  controlled  merchant,  then  if  the  "frozen  goods"  have 
been  in  his  mercantile  inventory  longer  than  four  months,  he  may  deduct 
from  the  value  of  his  mercantile  inventory  on  hand  at  the  beginning  of  any 
current  quarterly  period  an  amount  in  dollars  equal  to: 

a.  The  value  on  that  date  of  those  "frozen  goods,"  minus 

b.  The  cost  of  the  "frozen  goods"  of  that  kind  sold  by  him  during  the 
immediately  preceding  quarterly  period. 

36.  Must  a  merchant  include  his  stock  of  uniforms  in  determining  the  amount  of 
his  inventory? 

He  must  include  it  in  determining  whether  or  not  he  is  a  controlled  merchant. 
If  he  is  a  controlled  merchant,  then  he  may  exclude  his  stock  of  uniforms 
produced  under  Preference  Rating  Order  P-131,  provided  that  he  also  ex- 
cludes his  current  sales  and  receipts  of  such  uniforms  consistently. 

37.  The  definition  of  a  mercantile  inventory  states  that  it  does  not  include  any 
"factory  inventory."     What  is  a  factory  inventory? 

A  factory  inventory  is  an  inventory  of  consumers'  good.s  which  are  stored  by 
the  manufacturer  of  such  goods  at,  or  in  the  immediate  vicinity,  of  the  place 
where  their  manufacture  was  completed,  and  which  are  not  being  offered  for 
sale  to  individual  ultimate  consumers. 

38.  Inasmuch «s  factory  inventories  are  excluded,  are  manufacturers  of  consumers' 
goods  under  Order  L-219? 

A  manufacturer  who  carries  a  mercantile  inventory  comes  under  the  order  if 
he  qualifies  as  a  controlled  merchant  under  question  4. 


39.  If  a  manufacturer  qualifies  as  a  controlled  merchant,  what  portions  of  his 
inventories,  sales  and  receipts  are  used  in  his  calculations  under  Order  L-219? 

a.  Mercantile  Inventories 

i.  He  excludes  factory  inventories  of  consumers'  goods 
ii.  He  excludes  raw  materials  and  semi-finished  goods  in  process  at  the 

factory, 
iii.  He  excludes  consumers*  goods  which  have  been  shipped  on  consign- 
ment or  on  memorandum  to  a  merchant  for  sale  by  such  merchant. 
iv.  He  includes  his  mercantile  inventories  of  the  consumers'  goods  he 
manufactured  which  are  held  at: 

(a)  stock-carrying  branch  houses,  owned  or  controlled  by  him, 

(b)  retail  stores,  owned  or  controlled  by  him, 

(c)  warehouses  not  in  the  vicinity  of  the  factory,  where  he  manufac- 
tured the  goods  stored  in  them. 

V.  He  includes  consumers'  goods  purchased  by  him  for  resale. 

b.  S€Uet 

i.  He  excludes  sales  made  as  a  manufacturer  from  factory  inventories. 
ii.  He  includes  sales  from  mercantile  inventories  of  the  consumers' 

foods  he  manufactured, 
le  includes  sales  of  consumers  goods  purchased  by  him  for  resale. 

c.  Merchandise  Receipts 
He  includes: 

i.  Consumers'  goods  purchased,  or  acquired  by  him  in  other  ways, 

for  resale, 
ii.  Consumers'  goods  received  into  his  mercantile  inventory  from  his 

factory  inventory. 

40.  What  is  an  inventory  year? 

An  inventory  year  under  L-219  is  the  recurrent  twelve  calendar  month  period 
beginning  either  December  1,  January  1,  or  February  1  of  each  year,  which- 
ever correspM^nds  with  the  beginning  date  of  a  quarter  of  the  merchant's 
federal  income  tax  year. 

If  he  operates  on  a  13  month  basis,  or  on  a  4  quarters  of  13  weeks  each  basis, 
he  may  select  a  date  for  the  beginning  of  his  inventory  year  as  near  as  possible 
to  the  beginning  date  of  the  quarter  of  his  federal  income  tax  year  which  is 
nearest  to  December  1,  January  1,  or  February  1. 

In  any  event,  each  inventory  year  shall  consist  of  four  "quarterly  periods" 
of  three  months  each,  except  that  a  merchant  who  operates  on  a  13-month 
calendar  or  on  a  4  quarters  of  13  weeks  each  basis  may  adopt  an  inventory 
year  of  four  thirteen-week  "quarterly  periods,"  each  divided  into  one  five- 
week  and  two  four-week  months. 

41.  What  is  the  "base  period"? 

The  years  1939  to  1941  inclusive  compose  the  base  period  for  all  who  were  in 
business  during  those  years.  For  these  years  a  controlled  merchant  will 
record  quarterly  inventory  figures  and  net  dollar  sales  figures,  as  illustrated 
in  the  answer  to  question  50. 

42.  Suppose  a  merchant  does  not  have  quarterly  inventory  records? 

Form  PD-691  provides  a  method  of  estimating  his  base-period  inventories 
by  quarters  from  his  income  tax  figures. 

43.  Suppose  a  merchant's  business  was  started  after  1939,  what  will  be  his  base 
period? 

He  should  include  in  his  base  period  and  list  on  Form  PD-689  as  many  com- 
plete consecutive  quarterly  periods  as  he  can  between  December  1,  1939,  and 
February  1,  1942.  If  that  is  less  than  four,  he  should  continue  into  1942  far 
enough  to  get  four  consecutive  periods  in  all. 

44.  What  if  he  bought  his  business  after  1939? 

He  should  fill  in  the  beginning  inventories  and  net  sales  of  the  predecessor 
business  for  the  period  prior  to  his  ownership — if  such  records  are  available  to 
him.  If  records  are  not  available,  he  should  treat  his  business  as  if  it  had 
first  begun  operations  when  he  bought  it.     (See  question  43.) 

45.  How  does  a  merchant  arrive  at  the  cost  value  of  inventory? 

The  cost  value  of  his  inventory  may  be  computed  by  any  method  of  valuation 
which  meets  the  requirements  of  generally  accepted  accounting  practice  or 
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46. 


which  he  uses  for  balance  sheet  and  profit  and  loss  statenaent  purposes,  and 
which  he  uses  consistently  in  all  the  reports  he  prepares  under  this  order. 
Any  method  acceptable  for  federal  income  tax  purposes  is  satisfactory. 

Must  he  report  his  inventories  at  cost,  if  he  employs  the  "retail  method"  of 
valuing  inventories? 

If  he  uses  the  "retail  method"  of  valuing  inventories  he  may,  at  his  option, 
elect  to  value  his  inventories  at  "retail  value"  or  at  "retail  value"  reduced  to 
"cost  value."  If  he  elects  to  value  his  inventories  at  retail,  his  "tolerance" 
will  be  two  percent  less  than  it  would  be  if  he  chose  to  value  his  inventories 
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at  retail  reduced  to  "cost  value"  or  "cost. 

47.  How  does  a  merchant  compute  net  sales? 

In  computing  net  sales,  he  subtracts  from  gross  sales  (including  drop  ship- 
ments) all  proper  deductions,  such  as  returns,  allowances,  and  discounts.  He 
may  subtract  the  same  iteoLs  he  has  been  accustomed  to,  so  long  as  in  doing 
so  he  is  not  violating  good  accounting  practice  and  so  long  as  he  follows  the 
same  practice  in  preparing  all  the  records  he  keeps  under  this  order.  He 
may  use  the  method  of  figuring  his  annual  net  sales  as  reported  on  his  federal 
income  tax  report  as  the  basis  for  complying  with  the  provisions  in  Order 
L-219  in  respect  to  his  net  sales. 

48.  What  "tolerance"  will  controlled  merchants  be  allowed? 

They  are  allowed  the  following  tolerances  expressed  as  a  percentage  of  their 
"normal  inventory"  (and  to  be  added  to  their  "normal  inventory"  to  obtain 
their  "inventory  limit") : 

a.  For  those  of  them  with  inventories  in  the  Mountain  and  Pacific  Time 
Zones. 

If  inventories  are  valued  at  "cost  value": 

i.  15% — at  the  beginning  of  the  second  quarterly  period  of 

of  their  1943  inventory  year 
ii.  10% — thereafter. 
If  inventories  are  at  "retail  value": 

iii.  13% — at  the  beginning  of  the  second  quarterly  period  of 

their  1943  inventory  year, 
iv.     8% — thereafter. 

b.  For  those  of  them  with  inventories  in  the  Central  and  Eastern  Time 
Zones. 

If  inventories  are  valued  at  "cost  value": 

i.  10% — at  the  beginning  of  the  second  quarterly  period  of 

their  1943  inventory  year, 
ii.     5  % — thereafter. 
If  inventories  are  at  "retail  value": 

iii.     8% — at  the  beginning  of  the  second  quarterly  period  of 

their  1943  inventory  year, 
iv.     3% — thereafter. 

49.  If  a  controlled  merchant  maintains  mercantile  inventories  in  both  the   East 
and  in  the  West,  how  should  the  "tolerance"  factor  be  applied? 

a.  If  inventory  records  are  available  by  geographic  areas  and  inventories  are 
valued  at  cost  value. 

i.  Take  the  percentage  of  the  total  inventory  at  the  beginning  of  the 
quarterly  period  in  the  Mountain  and  Pacific  Time  Zones,  and  in 
the  Central  and  Eastern  Time  Zones.  Example:  Total  inventory 
at  the  beginning  of  the  first  quarterly  period,  $250,000.  Invento- 
ries held  in  the  Mountain  and  Pacific  Zones,  $100,000  or  40  per 
cent  of  total;  in  the  Eastern  and  Central  Times  Zones,  $150,000,  or 
60  per  cent, 
ii.  Apply  the  percentages  calculated,  according  to  the  instructions 
above,  to  be  computed  "normal  inventory." 

Example:  Computed  "normal  inventory"  at  the  beginning  of  the 
second  quarterly  period,  $200,000.  "Normal  inventory"  apportioned 
to  the  Mountain  and  Pacific  Time  Zones  $80,000  (40%  of  $200,000) 
and  to  the  Eastern  and  Central  Time  Zones  $120,000  (60%  of  $200,000). 

iii.  Apply  the  15%  tolerance  to  that  portion  of  the  inventory  allotted  to 
the  West  (15%  of  $80,000)  and  10%  tolerance  to  the  portion  allotted 
to  the  East  (10%  of  $120,000). 
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iv.  Add  the  figures  thus  obtained  ($12,000  and  $12,000)  to  the  normal 
inventory  ($200,000)  to  secure  the  inventory  limit  for  the  business 
($224,000). 

b.  If  the  inventories  are  at  retail  value  instead  of  at  cost,  apply  tolerances  of 
13%  and  8%  respectively  for  the  second  quarterly  period  of  1943. 

c.  If  no  inventory  records  are  available  by  geographic  areas,  write  to  the 
Director  General  for  Operations  for  instructions,  describing  the  records 
which  are  available  on  a  geographic  basis. 

50.  Can  you  illustrate  by  example  how  to  calculate  a  controlled  merchant's  normal 
inventory  and  inventory  limit? 

The  example  used  is  a  computation  of  the  normal  inventory  for  a  medium 
sized  retail  or  wholesale  establishment.  Let  us  assume  that  it  uses  January  1, 
1939,  as  the  beginning  date  of  the  base  period.  The  years  1939-40-41  are  the 
'base  period"  years. 

I.  Base  period  and  current  period  inventories  and  sales 
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YtK 

Quarterly 
period 

Quftrter  beginning 

Beginning  dollar 

inventories  at  cost 

value 

Net  dollar  sales 

1939 

1940 

1941 

1 
2 
3 

4 
1 
2 
3 
4 
1 
2 
3 
4 

1 
2 
3 
4 

January  1 .     . 

April  1 

July  1- _ 

October  1 _. 

January  1 

April  r_.- -   -- 

July  1 

October  1 .     _  _ 

January  1  _  _   

April  1*_.   -   

July  1 - 

October  1 

$40,000 
50,000 
50,000 
60,000 
44,000 
56,000 
54,000 
64,000 
50,000 
56,000 
54,000 
64,000 
54,000 
64,000 
60,000 
76,000 

$80,000 
100  000 
100,000 
120,000 

86,000 
104,000 
102,000 
128,000 

90,000 
104,  000 
114,000 
130,000 

1942 

January  1 

April  I... . 

July  1 

October  1 

92,000 
110,000 
120,  000 
136,000 

II.  B<ue  period  total  beginning  inventories  at  cost  value  by  quarterly  periods 

Ist  quarterly  period  $134,000.     (Inventories  on  Jan.  1,  1939,  Jan.  1,  1940,  Jan. 

1,  1941.) 
2nd  quarterly  period  $162,000.     (Inventories  on  April  1,  1939,  April  1,  1940, 

April  1,  1941.) 
3rd  quarterly  period  $158,000.     (Inventories  on  July   1,   1939,  July   1,   1940, 

July  1,  1941.) 
4th  quarterly  period  $188,000.     (Inventories  on  Oct.  1,  1939,  Oct.  1,  1940,  Oct. 

1,  1941.) 

III.  Base  period  total  net  sales — By  quarterly  periods 

Ist  quarterly  period  $256,000.     (Sales  in  quarters  beginning  Jan.  1,  1939,  Jan. 

1,  1940,  Jan.  1,  1941.) 
2nd   quarterly  period   $308,000.     (Sales  in  quarters  beginning   April   1,    1939, 

April  1,  1940,  April  1,  1941.) 
3rd  quarterly  period  $316,000.     (Sales  in  quarters  beginning  July  1,  1939,  July 

1,  1940,  July  1,  1941.) 
4th  quarterly  period  $378,000.     (Sales  in  quarters  beginning  Oct.  1,  1939,  Oct. 

1,  1940,  Oct.  1,  1941.) 

IV.  Normal  inventory-sales  ratios 

The  normal  inventory -sales  ratio  is  computed  by  dividing  the  base  period  total 
inventory  for  each  quarter  by  the  base  period  total  sales  for  that  quarter, 
to  three  decimal  places. 

Example:  Ist  Quarterly  Period.     $134,000  divided  by  $256,000 0.  523 

2nd  Quarterly  Period.     $162,000  divided  by  $308,000 .  526 

3rd  Quarterly  Period.     $158,000  divided  by  $316,000 .500 

4th  Quarterly  Period.     $188,000  divided  by  $378,000 -     .497 
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V.  Sales  Ratio  for  Second  Quarterly  Period,  1943 

To  calculate  the  sales  ratio  for  the  second  quarterly  period  of  1343,  divide  MtleH 
during  the  4th  quarterly  period  of  1942  by  sales  during  4th  quarterly  period  of 
1941.  (Ratios  for  other  periods  are  computed  by  using  corresponding  past  periods.; 

Example:  4th  Quarterly  Period  net  sales  1942 $136,  000 

4th  Quarterly  Period  net  sales  1941 130,  000 

Sales  ratio 136,  000_.  q. 

130,000 

VI.  ''Projected  sales"— Second  quarterly  period,  194S 

To  calculate  projected  sales  for  the  second  quarterU  period  of  1943  take  second 
quarterly  period  sales  of  1S42  and  apply  the  calculated  sales  ratio. 

Example:  2nd  quarterly  period  1942  sales $l  lO,  000 

Sales  ratio. _ 1.05 

Projected  sales. --    .  115,500 

VII.   "Normal  inventory" — Beginning  oj  second  quarterly  period,  i943 

To  calculate  normal  inventory  multiply  projected  sales  ($1 15,500)  by  the  normal 
inventory-sales  ratio  (.526)  for  second  quarterly  period. 

Example:  Projected  sales $115,  500 

Inventory-sales  ratio '        .526. 

Normal  inventory 60,  753 

VIII.  "Tolerance" — Beginning  of  second  quarterly  period,  194S 

To  calculate  "Tolerance",  apply  the  percentage  specified  in  answer  to  questions 
48  and  49,  according  to  time  zones  in  which  the  business  operates,  to  the  normal 
mventory  for  the  beginning  of  the  second  quarterly  period  of  1943.  For  the 
purpose  of  illustration,  assume  that  tolerance  is  to  be  calculated  for  a  concern 
whose  entire  business  is  oi>erated  in  the  Central  and  Eastern  time  zones. 

Example :  Normal  inventory _ $60,  753 

Tolerance  percentage *        .10 

6.  075.  30 
(Ihe  tolerance  percentage  for  this  concern  will  be  5%  after  the  second  quarter 
1943.) 

IX.  Inventory  limit — Beginning  0/  second  quarter,  194S 

To  calculate  inventory  limit,  add  tolerance  to  normal  inventory. 

Example:  Normal  inventory $60,  753.  00 

Tolerance ]       6^  075.  30 

^t    XM    .  u  66, 82a  30 

51.  Must  a  merchant  use  any  particular  methods  of  accounting? 

No  particular  method  is  prescribed.     The  only  requirements  are: 

a.  A  merchant  must  use  those  accounting  methods  and  figures  which 
are  in  accordance  with  his  books  of  account  or  income  tax  returns 
and  which  follow  generally  accepted  accounting  practices. 

b.  A  merchant  must  consistently  employ  the  same  method  throughout 
all  his  records  relating  to  this  order  from  the  beginning  of  the  base 

?eriod  to  the  present  time, 
f  his  accounting  methods  materially  chang^  at  some  time  after  the 

•  ^^^'^JSS  ^^  ^^^^'  ^^  ""^^  ^^^^®  ^  *^®  Director  General  of  Opera- 
tions, WPB,  for  specific  instructions  as  to  the  adjustments  to  be  made, 
sending  as  much  pertinent  information  as  he  can,  in  order  that  a 
decision  may  be  reached  without  undue  delay. 

52.  Should  a  controlled  merchant  fill  hi  forms  PD-689,  PD-690  and  PD-713  on 
a  departmental,  divisional  or  total  company  basis? 

He  should  use  a  total  company  basis.     However,  it  is  hoi)ed  that  depart- 
mentized  stores  will  conduct  each  department  or  division  in  accordance  with 
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the  basic  principles  illustrated  in  Forms  PD-689  and  PD-690  for  total  com- 
l>any  operations.  A  few  concerns  will  be  required  to  keep  separate  records 
for  "company"  stores. 

53.  If  he  prefers  a  departmental  or  divisional  control,  may  he  complete  his  forms 
on  that  basis? 

No.  He  must  conform  to  the  over-all  basis,  except  in  the  case  of  "company" 
stores  and  ownership  groups  which  are  specially  treated. 

54.  If  he  is  located  in  a  defense  area,  will  he  be  allowed  sufficient  inventories  to 
take  care  of  increased  sales  without  exceeding  his  normal  inventory? 

He  will  calculate  his  normal  inventory  on  the  basis  of  his  current  sales  trend. 
Therefore,  if  his  current  sales  are  20  per  cent  higher  than  last  year,  he  may 
carry  an  inventory  which  is  proportionate  to  his  increased  sales,  based  upon 
his  base  period  inventory-to-sales  experience.  (See  question  50  for  method 
of  calculating  sales  ratio). 

A  merchant's  normal  inventory  is  based  on  the  normal  inventory -sales  ratio 
of  the  base  period.  For  example,  if  for  every  dollar  of  sales  he  required  an 
inventory  of  one  dollar  and  ten  cent*  in  the  base  period,  the  same  ratio  will 
apply  to  his  increased  business. 

56.  A  merchant's  turnover  has  been  slow  in  the  past  and  he  has  always  carried 
heavy  stocks  in  relation  to  his  sales.  Can  he  continue  to  do  so  without  ex- 
ceeding the  inventory  permitted  by  L-219? 

If  he  carried  heavy  stocks  in  relation  to  his  sales  during  the  base  period,  he 
may  continue  to  carry  the  same  proportion  of  inventory  to  sales  without 
having  stocks  which  violate  1^219. 

56.  If  his  business  is  seasonal,  how  can  he  carry  enough  stock  to  meet  his  peak 
sales  period  without  exceeding  the  amount  permitted  by  L-219? 

Unless  there  has  been  a  decided  change  in  his  seasonal  pattern,  his  peak  period 
business  will  be  reflected  in  his  base-period  stock-to-sales  ratio.  Example: 
If  his  i>eak  comes  in  the  October,  November,  and  December  quarter,  his  stock- 
to-sales  ratio  will  be  higher  during  this  quarter  than  for  the  July,  August,  and 
September  quarter. 

57.  If  he  is  located  at  a  distance  from  his  supplier  and  needs  to  carry  relatively 
heavy  stocks,  can  he  carry  enough  merchandise  to  meet  his  needs  without 
having  more  than  permitted  by  L-219? 

He  can  carry  the  same  amount  of  stock  in  relation  to  his  sales  as  he  did  during 
the  base  period.  Larger  "tolerance"  in  calculating  the  "inventory  limit"  is 
allowed  for  the  Pacific  and  Mountain  Time  Zones  to  offset  current  transpor- 
tation uncertainties. 

58.  If  he  is  a  member  of  a  wholesaler-sponsored  cooperative  does  he  come  under 
L-129  as  an  individual  merchant? 

Each  independent  merchant  in  a  wholesaler-sponsored  cooperative  is  treated 
separately  in  determining  whether  he  is  a  controlled  merchant.  The  sponsor- 
ing wholesaler  is  treated  separately  for  his  establishment. 

59.  If  a  merchant  is  the  operator  of  a  leased  department  or  a  chain  of  leased  depart- 
ments, how  are  his  sales,  inventories,  and  receipts  of  merchandise  treated? 
An  independent  operator  of  a  leased  department  or  a  chain  of  leased  depart- 
ments segregates  his  sales,  inventories  and  receipts  of  merchandise  from  those 
of  the  lessor  (dept.  store,  etc.).  If  he  operates  a  chain  of  leased  departments 
his  records  should  be  totaled  for  the  entire  chain  for  the  purpose  of  this  order. 

60.  If  a  merchant  manages  a  company  which  is  owned  and  controlled  by  another 
company,  how  should  records  be  kept  for  this  order? 

Only  a  single  set  of  consolidated  records  is  required  to  be  kept  for  the  parent 
company  and  all  its  subsidiaries. 

61.  If  a  merchant  operates  both  a  wholesale  and  retail  business,  should  he  segre- 
gate them  in  keeping  his  records? 

He  must  keep  combined  records  covering  both  the  wholesale  and  the  retail 
parts  of  his  business.  He  may  also  for  his  own  purposes  keep  additional 
segregated  records  if  he  wishes. 

62.  If  he  operates  a  company  store,  or  a  commissary,  must  he  keep  separate 
records  for  that  phase  of  his  business? 
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In  some  cases  he  must.  If  the  volume  of  sales  of  consumers'  goods  he  makes 
through  his  company  store  and  the  stock  of  consumers'  goods  he  carries  for 
sale  through  it  are  great  enough  so  that  his  company  store  operations  con- 
sidered as  a  separate  business,  qualify  it  to  be  a  controlled  merchant,  he  must 
keep  separate  records  of  the  company  store  portion  of  his  business. 

Where  can  a  merchant  get  Forms  PD-689,  PD-691,  and  PD-713? 

a.  Forms  PD-689,   PD-690,  and   PD-691   may   be  obtained   at  any   first 

class  poet  office  or  any  WPB  Field  Office  after  January  16 

b.  Form  PD-713  may  be  obtained  at  WPB  Field  Offices. 

64.  Has  any  provision  been  made  for  protecting  persons  from  liability  for  damages 
T    o?n9  "  ^®  ^^  contracts  and  orders  resulting  from  compliance  with  Order 

Pursuant  to  the  Second  War  Powers  Act  of  1942,  Priorities  Regulation  No   1 
bection  944.13,  provides  that:  "No  Person  shall  be  held  liable  for  damages 
or  penalties  for  any  default  under  any  contract  or  order  which  shall  result 
directly  or  indirectly  from  compliance  with  any  rule,  regulation  or  Order  of 
the  War  Production  Board,  ..." 

List  A 

Lines  of  goods  (whether  or  not  consumers'  goods)  qualifying  merchants  for 

exemption 
Antiques. 

Coffins,  burial  caskets,  and  burial  vaults. 
Farm  machinery  and  equipment,  and  attach- 
ments and  repair  parts  therefor. 
Foods  and  confections 


Jewelry  having  a  selling  price  of  laoo  or  more 

J>er  piece. 
,  fuel  oil,  gasoline,  and  miscellaneous  heat 
or  power  fuel. 
Flowers  and  plants,  except  artificial  types. 
Orain. 
Hay. 
Lumber  and  building  materials,  except  hard- 
ware. 
Nonalcoholic  beverages. 


Rubber  tires. 
Stock  food. 
Typewritere. 

Su6pUes,    as    defined    in    1048.1.    Supplier*' 

Inventory  Limitation  Order  LHB,  concern- 

Ing  which  the  merchant  is  required  to  keep 

and  actually  keeps  records  on  Form  PD-3M 

Motor  oil  and  grease. 

Motor  vehicles  and  motor  vehicle  replacement 

parts. 
Sebond-hand  goods 
Seeds  for  farm  use. 

"Conaomen*  goods"  imDort«d  Into  the  United 
States. 


i| 


ii 


III 


INVENTORY  LIMITATION  FORMS 


II 


70 


n 


t» 


raw  P0-e88 

ll»-30-«2) 


MITfO    STMtS    Of    tattIC* 

MM  noOUCTlM  lOMO 


MEICNAHTS'  lASE  PCRIOO  RECORD  OF  INVENTORIES 
ANO  SALES  OF  CONSUMERS*  6000S 


TO:         Mar  Prorfitetien  ImN.   Misliintten,   D.  C. 
ITTll;      ll»f:  L-319 
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t*  Hat  I  {f»f  ».  Immttmttimmm  »n4  »miimiii»mm)  Ceaaaawra'  |oo«a  4o  act  ucla«*  *»j  food  or  koaora^a  for  kaaaa  or  aalaal  caaaoaftiaa,  ar 
aaf  faal  ail,    laaullaa,    aetor  oil,    iroMa,    nt  alllad  potrolaaa  prrdacia. 

■latorroUtloa  vltk  laMaora'  laaaatorf  lialtaitoa  Or«*r  l-u*  —  Notkta*  l*Or«or  l-tt(  akaU  ka  caaatraa4  ta raliaoa  aar  aaraaa  at  tk*4atr 
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MEMCMANTS*  REPMT  OF    INYERTMIES  ANO  SALES  OF   'CONSWCItS* 
6000S"—IE6 INNING  OF  SECOND  QUAKTERLY  PERIOO   IMS 
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ut  MUM  ar  MktaT  co«a*aT  <tl  amrt 


{4)  Ntat  or  >«T  suasiaiMits  W  imiuTit  caafkatti  covtatk  la  rait  aiawr. 


MA-   •IIVUTOtT  UNIT*  -  •HIMIN  t  t—  •MOTIItr  KIlOO  lf«>— Ml  RCTMO  Of  UUHATIOI 


OCIM 


'ill  in  (*•  acka^ta  kalaa  im  accarrfaaca  aifk  tim  imiimlimm  tm  aaa*  Kaa. 


HO. 


ITCH 


«CT  talis — «TH  9u*tTtii.«  pftioe  i««:   iFioa  roaa  n.i»%,  coiaaa  ui.  iiai  *ai 
IF  >au  Die  »0T  suFfir  piiMtis  >•■  coiuaa  t«i.  «$(  caiiwa  to. 


«fT  SAKS— «TR  ou**Tc*iT  HkiM  i*«i   ifkta  raaa  n.»M,  caiaaa  t«i,  iiat  ifi 
If  tM  01*  a«i  Man*  rikuais  foa  ceivaa  i«i.  «$i  caiam  ici. 


stlES  RtTio  -  fo*  TRC  SECaak  ovtiTtair  fikiok  Of  if«}   iiiaf  1  ki»i»fk  tf  hial  ti 
aort:     DcaoaT  la  taaK  aceiaai  hmis. 


NETStics  -  3ae  9u*«TikiT  ftaiok  i««2  ifaoa  roaa  r«>tat,  coiM  i«i,  iiai  iti 
•vra-     If  >o«  oia  «0T  saffi*  fisaais  foa  caiaaa  i«i,  asi  ceiaaa  ici. 


*MMCCTco  SALIS*  •  7»»  0«*«T|t|.T  ffkioa  it»)   iiiaf  )  1  lafs  iiai  «i. 


k*SE   fCaioo    iav(aTO«T  itTio  -  2*0  Qu**T(iii   Hkio*  ifkOa  foaa  fk.tM,  caiwaa   lai,    liaf  Ki 
kCfOai    i«  Taatc  MCia«i  fitcis. 


•aoaaii  ia«f*Toa>>  .  tttiaaia*  ar  }at  ««*aTikiT  miet  it<)  iiiaf  )  Tian  iiaf  ti 


r»i[**aci  ii;«,  i3«,  iM.  01  H  Of  iiat  7  •  iti  aoTi,  immmtrmr  mutt 

mtt:      lai    a(kC**iTS  taoSC    i««EaToaiIs   i*E    lOCtTEO   I*  TNE  aOuaTtm  «ae   facific  riac   ^oa{S|      vSE    IM 

If   iiKcaToaiES  ME  fikwaio  tr  ces'.  ••  iM  nLtamct  \t   i«<E«Teai(S  tai  fKaait  at  airtu  «*iM 
iki   a(«c«<«Ts  aaott   lavtaToails  aai  loctrik  i«  tri    lasrEla   <ak    CiaTtti    nat  lOait;'    ast  10* 

If  laviBToaits  *•!  Piaaaio  «t  cost,  «•  ••  MUMNca  if  lavtaToaiis  *at  fiaaaio  ar  atrtii  «atai. 


■lavEaToai  itatr*  .  tiiat  ?  ruw  iiai  ti 


lavtaToa*   ifarsicai,  (OOk,  o«  caicai*T(Oi   -  Ktiaaiaa  of  2ak  oaaiiim  ffHOO 
avrtt     If  «o«   00  aoT    aaiarai*  kooi    lancaToat  iicoaot   0*  aaii    a   oaatrikK   aaiticai    laacaTooi  cooat,  o$t 
scHEBviE  a.  iit«f«s(  sioi,  TO  assiST  TOO  la  caUttikTia*  roaa  laviaToai. 


OOlLktS 


lal   If  tka  aanaat  aa  Uaa  10  ia  iaaa  ikaa  tka  aaaaat  aa  Uaa  »,   faa  aaarf  aat  flla  a  rayart  vltk  tka  Var  Proaacttaa  laaM. 

Ikl   If  tka  Moati  aa  Uaa  10  la  $ft»t  tkaa  tka  naaat  aa  llaa  t,   raa  a«at  caatlaia    llaaa    It-tO.   aaO    aaaO    la  tka  Oar  FroOactlaa  laaM. 

aaa  copj  of  for*  FV-OiO,    aaO  oaa  cop;  ol   Pom  R>-OtO. 


li   O-CAUOUTIOI  OF  ALLMMU  MKIUWIM  KCtlPTS  OOIII*  UCMO  •lUITCH.r  PtOlOO  tM). 


If  TOO  coafOTC   laviBToailt  ar  icTati,  obit    nat   1*  sicTioa   11   0.  aaiii    11    too  coaaoTi 

IBVCBTOBIfS  aT  COST,  OBIT  IIBES  12  aaO  1),  SfCTlOB  II  f. 


LI«C 
«0 


u 


\7 


13 


1» 


14 


17 


M* 


ITEM 


■faojccTfo  salts*  -  lao  oaaaTtai*  ftaioo  i««)  mac  1, 


aaaKOOaas,   peicebt  Of   saits  .  lao  OaaBTEiK  io«>   iioaa  ooa  aicoaosi 
mn:    mta  tio»u  uum  •mtrtti  mmtt."    too  bit  aor  oti  a  ftaciaTaoi  or  ttuk  ootkiia  Taaa  fow 
(ifcoitaa  OMOiat  TM  >aO  oaaniaiT  ftoioo  or  it*2 .  klTaovoa  too  (Mr  oti  k  sakiiia    NOClaTkOl, 


•aaTieifkTto  Bkaaoeoas'  -  aT  acTaii  .  mo  OoaoriaiT  hiioo  m*3  liiac  U  Tiatt  iiai  Iti 


■fae.j(CTC0  COST  »p  gooos  soio*  -  2ae  9uaiT{*i«  ftoioo  io«) 
aoro:     1*1    If  'ou  vst  scNEOuii  •  TO  caicouTC  lavtBToaT  oa  iiBt  u,  aoiTioif  iiai  U  ot  iiaf  la 
ni.  scaiooii  a,  mm*. 
iki   It   Tou  010  BOi  USE  scKEOuit  a  aao  co«f«Ti  iBviBToaiit  oa  *  co«t  Oksis,    coaoort   vooo 

fOOJECTEO  COST   Of  OOOOS   SOIO  OB  SCRtOOK  0,    MIW 

(ci  If  TOO  vst  T*f  •aiTaii  sfTaoo*.  amr  ubi  i«. 


■aoaaai  iBfCBToai*  .  o'tiHBiat  3*0  ouakTtiiLT  ruioo  i«a)  icaicaikTt    aecoaoiao   to  ibitooctio 

SCBIOttlt    C   MtMPI 


TOTai 

1*1    If  TOO  USE   iBvtBToar  FiGukts  aT  kiTau,   aoo  iiats  11,   1),   aao  1). 
i»i   If  Tov  OSE  laxBToar  fiovats  aT  cost  (aiat,  aoo  iiatt  1*  aao  it. 


IB«tBTO«T    IfHTSICai,    OOOK.   Ok    CklCBlkTtOI    -  OlOIBaiB*  Of    IBO  •MOTOIlf  ffOlOO  lOa)    lilBI   10  kOOVK 


aiioaaoit  BEicaaaoisi  Bfciirrs  -  ovaiao  2w  oakOTiaiT  ftoioo,  loi)  mat  it  aiaos  iiat  ITI 


(€%»»»  OCOST 

aklak)  DktTaii 


OOiLktS 


rCKCBT 
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irwi  KMi  niM-ii] • — 

tl    0  -CM.CVUTIOI  OF  ALlOVkOU  HCICOMOItl   iCCCIPTt   OOIIM  SECOOO  MAtTttLT   FtllOO,    tt«)— Coat  laaaO 

Ll« 

ao. 

ITfK 

OOLURS 

ftOCEOT 

100 

atT  salts  00  COST  Of  tooos  solO  •  fiasT  ookkitkiT  ftkieo  10*3  itooo  oaa  ktcokosi 

0*f«.'      Ott    sails    .    If    liat    10    a    aT    Orklll    COST    of   OOOOS    SOlO    -    If    nat    10    •   4T    COST 

■  III 

IOC 

1/3  Of   nat    10  0 

100 

aiT(oaaT|.aiiov40it  afacaaaotst  ttcttfTS  -  Oooiat  2bo  OokOTfoiT  fftioo  io.j   iube  10  c  -  if  iibe 
It  c   IS  laaoit  Taa*  nat  ii  at 

10 

ooiiat  caioiT  foo  'pookb  coatoacof  tooot*  istf  ocfioiTioa  3K1  aao  lasTovCrioa  13  .  ibstbuctiobs 
aao  Off laiTioos'i 

20 

OOTSTaaOiat  coaairataTs.  Torai 

1*1  4T  COST  fkiai.  If  TOO  eOBfvTto  not  10  4  oa  a  COOT  oasis. 

Iti    4T    OtTkll    f4l0t,     IF    TOO   COOfOTIO    lIBf    11   t    4T   ar4ll    V4l«t. 

NiltfOT  OkTfS   OOT  tOKIflfO 

OflltrOT   kftClflfO  OtfOOi    4F0II    1,    1003 

otiiriOT  sftciFiCO  oootao  40011  1««) 

•tllOIOT  tftCtfltO  000100  aa*   10*3 

OltlftOT  tfKIFin  OWIOt  4001    iOa) 

otiittoi  sficif ito  oooioo  40ir  10*3 

Otiittar  Sftcifito  arrta  401T  31,   to«3 

nmKTMffi  ftfrt; 

III    Tot  aiaat   raatrlat  yaar    racalyta    It    tka    Iiiai    antk    ol    tka    aacoaO  faartarlj  farloO  ol   1040:      tal    to  aa«  aar*  ikaa  oaa-tklrO  ol  tka 

aMtaat    ol    fear    %friMli    tllavakia  HarckaaOlaa  lacalyta   lllaa  II  1  or  II  D  akaaal;    aaO   Ifcl    to  tva-tkirOa  of  foar  faartarly  allomfcla 

racalft*   la   tka  (Iral   taa  Moaika  el   tka  ^aartarlf  oarie4. 
Ill   Tea  mai   raoort  to  ik«  Oar  ^raa*c11ea  toarO  ea  Fetai  n-T|l  Mafkir,  aot  later  tkaa  tka  tveatj-llftk  of  eack  aoatk  loIlo»ia(    tke   aeatk 

raa  lila  tkta  fera  (FO-4001. 
Ill   Tea  Mai   coatiaaa  to  til*  Para  PO-000  aaartarlr  aattl  aack  tlaa  aa  rear  refort  ea  Foi«  FO-OlO  akova  foar  Iiaaitorf  at  tka  kafiaaiaf  of 

a  OBartarly  fartoi   la  l»m»  tkaa  roar  'lavaatorT  llaili'  oa  tka  aaaa  Oata. 

ITfM 

ooLuurs 

FEKCOT 

OCMOtct  4  ■  (TO  kl   usfk  la  caicviaTiak    lavlaToa*  fO«    pat  lo,   SECTioa   ii   *i 
1*.   ia«taTO«T  ai   COST  •aivt  -  oiiiaaiBO  Of   1ST  ouakTiair  fEOioo  l««)   ifaoa  touh  obb  atcokOSi 

XII 

2a.  BIT  atacaaaoitf  oictirrt  oooiac  1ST  eokOTtaii  fcoieo  loa).   itti  ocfiaiTioa  ti 

)a.  T0T41  .  iiais  1*  aao  fa. 

a*.  BtT  ttus,  ItT  ooaoTtaiT  otoioo  loa)  tfooo  tooo  ooa  atcoooki 

f.  COST  Of  aooos  soio,  1ST  ooaiTcoii  ftaioo  io«)  leoaroTt  *s  ocicoioto  otiooi. 

Ill    tBTtk    COST    Of   0000$    SOlO.    10*2,    flOa    TOBI    >«»2    IBCOal    Tai    OETWOfl. 

•  21  iBTta  oootk  taus  00  oaots  oictifTs,  i««2,  fooa  Tooa  i««2  ibcom  Tai  Brraaa 

iji  COST  Of  oooos  sots  •  nocioT  CtiB(  um  oi»ioco  oi  iiai  uttO 

• 
KUHII 

1*1  COST  Of  tooos  soiO,  1ST  Q«aaTc*iT  ftaioo  1003  Ciiat  »*  Tiats  itaf  )*i)i3 
fwri:    IBTta  oa  ii«E  t*  jiaooB. 

III! 

4a.   lantBTOOT  aT  cost  faioE,  otoiaaiat  Of  2ao  OoaOTtaiT  HOIOO  1««)   iiiai  }a  aiaoS  hbe  4*i 
Taaakftciiat  ta  to  iiaf  10.  stCTioa  11  a  aoovt. 

OCMWU  0  •  iTO  Ot  OSCO  IB  caicataTiat  ^aaajtCTfa  catT  aa  aaaK  sate*  raa  iiat  i«     &rrT«^   ii  ai 

i».  COST  Of  OOOM  toto.  tao  ooaaTfki?  ftaioo  i««2  Ifaoa  rook  eoa  atcooosi 

2k.  BIT  saitt  tao  eoaoTfoiT  rtaioo  loa;  ifkoa  rovk  oaa  otcoaosi 

)».   COST   Of   oooos    SOIO   .  ffOCtBT   Of   tails    IIIBE    Ik    OKIOtO  OT    lIBt   2kl 

IIIXIII 

a*.    'faMICTIO   Skits',    200  CwkOTtOlT    ftoioo    loaj    (llat    »    MOO*.    ttCTlOa    II    41 

IIII 

»».  •raorftCTfo  COST  of  tooos  soio',  2ao  ookOTtait  ftoioo  i»»j  mot  )k  Tiaio  not  «oi 
Tkoatfik  iiBf  )k  TO  iikE  i«,  sicTioB  II  0  taen 

IcmmLM  e     iTO  ot  oStO  la  CkUaiaTiao  'aoaaai   lattaTOOT*.   OEkiaaiat  )R0  OuakTtait  ftkieo  lo«)  -  iiat  1», 

9  m  I  •   V  ^Ra      11      9  $ 

Ic.    «T  UUS      1ST    OOkOTIOlT    ffklOO    1««)    lOWl    lECOkOSl 

2c.  BIT  salts.    1ST  ookOTtoii  ftkioo  m2   ifkOa  roaa  f0-400,   COlOW   Ul   IIBI  171 
••T*.-      If   TOO  010  BOT   SOfflT   fttukES  fOO   COlWaa   iai,   USE  CSloaa    ui. 

)t.  salts  oaTio  fOk  tiiao  ooakTiair  rtkioo  Of  lo»i   uiai  it  oimoto  or  iiat  Jei 
kOrOi     klfOOT    IB  TBktE   OECiaai   fiaCES. 

««.  air  salts,  )ao  oakkTiair  ftaioo  i««:  ifbob  fobb  ro-4oo,  coioaa  ui  iiat  wi 

Ml*:       If    TOO   010   BOT    kOfflT    FICOBES    FOB    COlUaa    l«|,    OS!    COIOM    UI. 

«c.    'fOOidCTIO   Miff,    )B0  tOkOTfOlT    ffOlOO    !*«)    ILIOt    3c   TIBfS    IIBE    «c  1 

t«.    oast    MIlOO    laVEBTOBT   k*TIO,    JOO  OOakTEOlT    fCaiOO    IFOOa   fOOB    fO-«0«,    COIOSB    lal    IIBC    l»l 

Bwrti    ktfoaT   IB  TBOif  otciaai  fiacts. 

ic.   •aooaai   lavtaTOac  .  otoiaaiao  jao  OvakTtkiT   ffOioO  IH3  mat  3e  Tiats  iiat  ici 
TkaatfEO  iiat   7c  to  iiac  i),  stCTioa  11  o,  4a»i«. 

CERT  inCAT  100 
Tt«   UaOCOSlCKO  aOTirifS  that  THI    IWOOMOTIOB  C0bT4I«0    IB  THIS  OCFOOT    IS  COOOtCT  400  CONFUTE  TO  THt  «ST  OF  HIS   kOOWLEOCE   400  OELIEf. 

aaat  Of  co«F4b«                                                                                    sioaaToot  of  40TBoaitE0  official 

04Tt                                                                                                                                                                      TITlt 

StCTioa  ))iai  Of  Taf  obitio  tTaT(s  Ckiaiaai  coot,  10  U.S. c.  stc.  00,  aants  it  a  caiaiaai  offtasE  to  aaiiE  a  biiifuut  f*lse 
STaTiatBT  00  •EfOEiiaraTioa  to  aai  offakTataT  ok  aotact  of  t»e  UBiTto  STaTts  as  to  a«T  aaTTtk  oiTaio  its  juaisoiCTioa. 
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S»»    frT««    « <rf«    /•r   4»ttniti»ma.  MCA 

II5TWCTICNS  -  If  at  tk»  b*fiiiii(  of  ^%i  ^Mri»rl;  fcried  year  tetMl  ItTtttory  •ie*«A*  fMr  'lavMtory  llartt*.  fo« 
■■•I  fit*  Potm  PD-Tll  lot  Ut«r  tUi  tk«  titk  of  tte  ■•coad  Md  tkird  ■«••*•  of  tk*  ^Mrtcrlr  f«riod.  Toa  ■ill  aUo 
coatlaa*  to  flla  Pom  n>-4M  ^aartarl;  vltk  tkt  Var  Prodactloa  Board,  laill  tack  tiaa  as  roar  rafort  oa  form  n>-<H 
akawa  that  year  lawatory   la   laaa  tkaa  year  'lavaatory  lladt*. 

If  yoa  do  aot  aaa  a  ^aartarly  foriod  of  tkraa  calaadar  Hoatka  yoa  akall,  for  tba  parfoaa  of  caHylatlaf  tkta  tmtm, 
dlTlda  year  qaariarly  fariod   lata  two  foar-«o*k  Snatka*  aad  oa«  fiva-«eak  '■oatk*. 

Fill  la  t«o  ceplaa  of  tkla  fof«.  n-Tlt.  (aaa  tyaavrltar  or  lakt  aad  aall  tk*  ertflaal  to  tka  Var  Prodactloe  Beard, 
Vaaklaitoa,  D.C. ,  Imt.  I-Sll,  aat  l«c«r  (*••  tka  titk  of  tka  awatk  follovtaf  tk«  raoatk  to  vklck  tkla  rafort  apfllaa. 
Batala  a  coyy  for  yoar  ftlaa. 


Foaa  PO-713 
l?2-30-*2l 


IITtB   STATfS    W    AMklC* 

MAR  nraoucTio*  boaw 


MERCHANTS'   MONTHLY  REPORT 
OF   INVENTORIES  AND  SALES 


TO:       Hi''  PredNctlon  lo«r4,  Nathin«tM,  D.  C. 
Ami:  *•/;  L-219 


aoMm  or  na  mpon  no.  ia-Mi«>«a 
ArrmwAL  nptfis  juir  t.  im 


OATC 


i»» 


QHMTCILT  ICfOKT 


FROM 


IM 


TO 


l»<» 


cmB  '  90  mr  vat 


K  OF  • 


Size 


I  -NAMC   AM)  AODRCSS  OF   KFORTIHG  FIRM   (yOUR   HAMC  AND  AOORCSS  MUST  CORRCSrORO  EXACTLY  WITM   YOUR   RAMI   ARO  AOORCSS  OR 
FORM  PP-6R0) 


lal    RAMI    Of    CONCEM 


U>    ABOaiSS  («tr*«t.   City.    »»m*a) 


Id    RAM   Of    MBCaT    kOMfAaf   (II  mmr) 


Id)    HAHC    OF    ART    SUOSIDURICS    OR    AFFILIATti   COMPARlIt    COVfRfO    IR   TNU    RfPORT 


i    ■ALLORAILt    HERCHAaDISC    RICtlFTS*    ARC    AT    •CO$T>    IF    *0U   COttfUTC    INVIRTORIIS   AT    "COST   «AlVf*    OR   AT    •COST-      AflO 
ARE    "AT   RCTAIl*    IF    TOU    COMFRTE    l«»EaTORIE$    AT   RETAIL   YALDI. 


ITEM 


It-ALLOMABLC  MERCHAROISC  RECEIRTS  FOR  THE  QUARTERLY   ftRlOO 

(FROM  LIRE   ISA  OR  LIRE   180.    SECTIOR    MB.   OF   YOUR  LATEST  COrv  OF  FORM  Pt>-4R0) 


AFFROXIMATE    ALLOCATIOB  OF    AllO«AtLE    MRCHAROISf    RtCEIFTS   —   RT   aOHTRS 

la.       FIRST   aOMTH 


Ik.       SECOMO    aOMTH 


It.      TttIRO   IMMTN 


OeilARS 


NtRCANTILE    IRYERTORIES   (Cinmk   — >  D     AT    COST    VALUE  □     AT    RETAIL   »AH>E 


ITEM 


III -FILL   IH   FROKR  MORTH 

FIMT  aORTH   OF    QUARTERLY    FtRlOO    (TO  BE    FILEO   ROT    LATER    TRAM    TNE    79TR   BAT    OF    TRE 
SECOflO   aORTMl 

A.    ACTUAL   MCRCRARBISE   RCCEIFTS    FOR   TRIS   MRTR    (FROM   TORR   RECORRSt 


R.    ALLORABLC  HCRCRARRISE   RtCEirTS    I  LIRE   la,    SECTIOR  II.    AROVEI 


EXCESS   OF    ACTUAL    OVER    ALLORABLE    (I  IRES    A    MIRUS    LIRE    Bl 


MORTN    ur    QUARTERLY    FERIOO    ITO  BE    FILEO   ROT    UTER   TRAR  TNE    29TR  BAT   OF   TRE 
TRIRO   aORTNl 

C.    ACTUAL   HERCRANOISE    RECEIFTS   FOR   FIRST    AHR   SECORD   MORTMS   OF    QUARTERIY    FfRlOO 
IFROM    TOuR    RECORDS) 


B.    ALLORABLC    MERCHABRISI   RECEIFTS   FOR   FIRST    ARR   SICORR  MRTHS   OF   QUARTIRIT    RIRIM 
(LIRE   la   FLVS   LIRE   Ik,   SECTIOR  ISAROVO 


EXCESS   OF    ACTUAL  OVER   ALLORABLE    (LIRE    C   HIRRS    LIRE   B) 


ROIURS 


FORM    FO-TI3    (l?-)0-1?» 


CERTIFICATION 

THE  UROERSIGREO  CERTIFIES  THAT  THE  IRfORMATIOR  CORTAIREO  IH  THIS  REPORT  IS  CORRECT  ARD  COMPLETE  TO  THE  BEST  OF  HIS 
XROMLEOCE  ARD  BELIEF. 


RAW  OF  COMPART 


DATE 


SIGNATURE  OF  AUTHORIZED  OFFICIAL 


TITLE 


clili°!J*l!'i'.'.l'".  "!'!"  *^*"^  CRINIRAl  coot,  IB  U.S.C.  SEC.  BO,  NARES  IT  A  CRIMINAL  OFFENSE  TO  MARE  A  RILLFUILT  FALSE 
STATEaENT  OR  REFRESERTAT ION  TO  ANT  DEPARTMENT  OR  AGENCY  OF  THE  UNITED  STATES  AS  TO  ANT  NATTER  RITMIN  ITS  JURISDICTION. 
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DEFINITIONS 


1.      tCniAL  NBRCNARDISI  RkCBirTS 


••  Actaal  arrckaRdia*  racaipta  ar»  tka  coat  vala*  Iratall  vala*  if  yoa  coavata 
ia*»atorl*a  at  ratail  Talaal  acqairad  by  parckaaa,  coaaifaMRRt,  Rtmaoraadaas 
or  otkarwiaa,  la  aack  a  way  aad  to  aack  at  axtett  tkat  tkay  bacoaw  part  of 
tk*  narrkaat'a  narcaatila   iavaatory. 

b.  Coat  *ala»  of  (ooda  «kip^  direct  to  tka  nrrckaBt'*  caatOHKra  arc  to  be 
iacladad   ia  aarckaadia*  racaiyta. 

c.  N>rckaadia»  kald  by  a  vradc.  for  tka  accoaat  of  a  marckait  ia  to  be  iacladad 
ia   tb*  Marckaat'a  raeaifta  for  tk*  ptried  ia  wkick  tk*  awrckaat  becoRiaa   tk* 


d.  fiee4a  ia  traaaii  May  b*  iacladed  la  or  ftc  laded  fron  iaT«8tory,  provided  tkat 
tk*y  ar*  coaaiataatly  treated  by  tke  awrckaat  ia  accordaaca  witk  kit  prior 
accoaat itf  or  iacoaa  tat  retara  practic*.  Goods  c*as*  to  b«  coasidered  ia 
traasit  tot  latar  tkaa  tk*  day  aft*r  tk*y  are  delivered  to  a  aierckaat  oa  kU 
preMiaea,    to  kia  warekoaae,  or  to  a    coRaaF— ial    warekoaa*    for    kia  accoaat. 

•.    ALLovtrLB  nbncmruisr  lecsins 

tllOTakl*  ■erckaadiae  receipt*  ar*  coaipataa  accorditf  to  tke  dlrectioaa  civM 
la  Sect  lea   IIB,    Per*  PD-BtR. 
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WAR  PRODUCTION  BOARD 

Washington,  D.  C. 

INSTRUCTIONS    AND    DEFINITIONS— FOR    THE    USE    OF    FORMS 

PD-689  AND  PD-690 

Instructions 

1  Method  ^  Calculating  Base  Period  Inventory  Ratios: 

a.  "Base  Period"  Is  the  three-year  period  ordinarily  beginning  December  1, 
1938,  January  1,  1939,  or  February  1,  1939,  whichever  corresponds  with  the 
start  of  your  "inventory  year". 

(1)  //  you  ycere  not  in  business  on  December  1,  1938  or  during  any  portion  of 
the  base  period,  list  as  many  complete  consecutive  quarterly  periods  as  you  can 
between  December  1,  1938,  and  February  1,  1942. 

(2)  If  you  were  not  in  business  during  four  consecutive  quarterly  periods  of 
the  base  period  years,  take  as  many  quarterly  periods  from  your  1942  inventory 
year  as  you  need  to  complete  a  single  year. 

(3)  If  you  have  been  in  business  less  than  four  consecutive  quarterly  periods, 
including  1942,  apply  to  the  Director  General  for  Operations,  Washington,  D.  C, 
for  instructions  stating  your  monthly  sales  and  inventories. 

(4)  If  you  acquired  your  business  after  the  beginning  of  the  base  period,  fill  in 
the  beginning  inventories  and  net  sales  of  the  predecessor  business  for  the  period 
prior  to  your  ownership — if  such  records  are  available.  If  the  records  are  not 
available,  follow  the  instructions  given  in  (a)  (1)  (2)  and  (a)  (3)  above. 

(5)  If  you  do  not  have  available  book's,  records,  or  reports  from  which  you  can 
get  the  information  needed  properly  to  complete  this  form,  use  Form  PD-691 
to  aid  you  in  calculating  your  beginning  inventories. 

Fill  in  whatever  portion  of  the  schedule  in  Section  V.,  Form  PD-689  you  can 
complete  by  following  instructions  in  Sections  1  (b)  to  1  (g)  immediately  below. 

b.  "Beginning  Total  Dollar  Inventories  at  Cost  Value."  Enter  in  columns  (a) 
and  (b),  lines  1  to  12,  and  lines  17,  18,  19,  20,  and  21,  the  inventory  at  cost  value 
of  all  goods  and  of  "consumers'  goods"  at  the  beginning  of  each  quarterly  period. 
Enter  on  line  13,  the  sum  of  lines  1,  5,  and  9.  Enter  on  line  14,  the  sum  of  lines 
2,  6,  and  10.  Enter  on  line  15,  the  sum  of  lines  3,  7,  and  11.  Enter  on  line  16. 
the  sum  of  lines  4,  8,  and  12. 

c.  "Cost  Value"  of  Inventory.     (See  Definition  4.) 

d.  "Inventory."     (See  Definition  3.) 

e.  "Dollar  Value  of  Total  Net  Sales."    Enter  in  columns  (c)  and  (d),  lines  1  to 

12,  and  lines  17,  18,  19,  20,  and  21,  total  net  sales  of  all  goods  and  of  "consumers' 
goods  during  each  quarterly  period.  Enter  on  line  13,  the  sum  of  line?  1,  5, 
and  9.  Enter  on  line  14,  the  sum  of  lines  2,  6,  and  10.  Enter  on  line  15,  the  sum 
of  Imes  3,  7,  and  11.     Enter  on  line  16,  the  sum  of  lines  4,  8.  and  12. 

f.  "Total  Net  Sales."    (See  Definition  5.) 

g.  "Inventory  Ratio."  Enter  in  column  (e),  lines  13  to  16,  the  inventory  ratio 
for  each  quarterly  period  of  the  "base  period." 

Examples.     If  your  entry  is  $150,000  on  line  13,  column  (b),  and  $110,000  on  line 

13,  column  (d),  your  inventory  ratio  is  -  ^^^'^^q  or  1.364;  if  your  entry  is  $100,- 

000  on  line  13,  column  (b),  and  $140,000  on  line  13,  column  (d),  your  inventory 
__*j        5100,000        _.  . 

""°  "  -uoooo  °'  •"*• 

2.  Conaolidated  Reports.  Every  Controlled  Merchant  is  to  complete  one  con" 
sohdsted  analysi.'s  for  its  total  operations.  Example:  If  you  operate  a  chain  of 
stores,  if  you  have  stock-carrying  branches  of  any  kind,  or  if  you  operate  a  chain 
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of  leased  departments  or  concessions,  you  are  to  complete  one  consolidated 
analysis  for  your  entire  company.  If  you  have  subsidiary  companies,  you  are 
to  complete  one  consolidated  analysis  for  the  operations  of  the  entire  business 
enterprise. 

3.  Consistency  in  Accounting.  The  method  of  accounting  to  be  used  in  arriv- 
ing at  inventory  at  cost  value,  net  sales,  or  net  merchandise  receipts,  is  not  pre- 
scribed. 

You  are  not  required  to  follow  any  particular  method  of  accounting  in  ar- 
riving at  the  amount  of  your  net  sales,  inventories,  or  net  merchandise  receipts, 
so  long  as  the  method  followed  by  you  is  in  accordance  with  your  books  of  ac- 
count or  income  tax  returns  and  conforms  to  generally  accepted  accounting 
fractices  and  which  is  adhered  to  by  you  since  the  beginning  of  your  base  period, 
f  since  that  date  there  has  been  a  material  change  in  the  accounting  practice 
affecting  the  computation  of  inventory,  net  sales,  or  net  merchandise  receipts, 
adjustments  must  be  made  in  accordance  with  instructions  from  the  Director 
General  for  Operations,  War  Production  Board. 

4.  Inventory  Year. 

(a)  Each  inventory  year  shall  ordinarily  consist  of  four  quarterly  periods  of 
three  calendar  months  each. 

(b)  If  your  accounting  year  for  federal  income  tax  purposes  began  on  Decem- 
ber 1,  January  1,  or  February  1,  the  starting  date  of  your  tax  year  must  be  used 
as  the  beginning  date  of  your  inventory  year.  If  your  accounting  year  for  federal 
income  tax  purposes  begins  on  a  date  other  than  December  1,  January  1,  or 
February  1,  you  must  use  whichever  one  of  the  three  alternative  dates  (Dec.  1, 
Jan.  1,  or  Feb.  1)  began  a  quarter  of  your  tax  year. 

(c)  If  you  use  a  thirteen-month  calendar  or  divide  your  fiscal  vear  into  four 
thirteen-week  quarterly  periods,  you  may  adopt  an  inventory  year  of  four  thirteen- 
week  quarterly  periods,  each  period  divided  into  one  five-week  and  two  four- 
week  "months." 

5.  Optional  Use  of  the  "Retail  Method." 

If  you  employ  the  "retail  method"  of  pricing  inventories  during  the  base  period 
you  may  elect  to  value  your  mercantile  inventory  and  to  compute  your  "allow- 
able receipts"  at  retail  value  rather  than  at  cost  or  at  cost  value,  on  the  following 
conditions: 

(a)  Your  tolerance  will  be  two  percent  lower  than  it  otherwise  would  be  if  you 
used  values  at  cost.  For  example,  if  you  are  in  the  central  time  zone,  you  are 
entitled  to  a  10%  tolerance  at  the  beginning  of  the  second  quarterly  period  if  you 
use  the  cost  method  and  an  8%  tolerance  if  you  use  the  retail  method.  And,  at 
the  beginning  of  the  third  quarterly  ijeriod  and  thereafter,  your  tolerance  will 
be  5%  on  the  cost  basis  and  3%  under  the  "retail  method." 

(b)  Your  percentage  of  markdowns  u.sed  in  calculating  your  allowable  receipts 
shall  not  exceed  the  markdown  percentage  in  the  corresponding  quarterly  period 
of  the  preceding  inventory  year. 

6.  Interrelation  with  Suppliers'  Inventory  Limitation  Order  L-6S. 

(a)   If  you  carry  "supplies"  as  defined  in  Order  L-63,  which  are  consumers' 


(b)  If  you  do  more  than  fifty  per  cent  of  your  business  in  "supplies"  as  defined 
in  L-63  and  actually  keep  records  of  such  supplies  on  Form  PD-336,  you  are  ex- 
empted from  the  provisions  of  this  order.  Nothing  in  Order  L-219.  however, 
shall  be  construed  to  relieve  any  person  of  the  duty  of  complying  with  Order  L-63. 

7.  Company  Stores.  If  as  an  incident  to  its  principal  business,  any  person  oper- 
ates one  or  more  company  stores,  commissaries,  industrial  stores,  or  other  similar 
enterprises  marketing  "C'onsumers*  goods"  chiefly  to  the  employees  of  such 
person  and  their  families,  determine  whether  the  incidental  enterprise  is  a  Con- 
trolled Merchant  when  separately  considered.  If  such  incidental  enterprise  is  a 
Controlled  Merchant,  separate  records  of  inventories  and  sales  of  "consumers' 
goods"  should  be  Kept  for  such  company  stores  on  Forms  PD-689  and  PD-690. 

8.  Leased  Department  or  Concession  Operators.     An  operator  of  a  leased  de- 

Eartment  or  concession  will  determine  whether  he  is  a  Controlled  Merchant  when 
is  business  is  considered  separately.     The  inventories  and  sales  are  to  be  excluded 
from  the  inventories  and  sales  of  the  lessor  Merchant. 

9.  Stocks  Held  for  Sale  on  Consignment  or  on  Memorandum. 

(a)  Goods  held  for  sale  on  consigimient  or  on  memorandum  are  to  be  included 
in  the  inventory  of  the  merchant  actually  holding  them  for  sale.  Such  goods  are 
to  be  excluded  from  the  inventory  of  the  owner. 


(b)  Stocks  on  consignment  or  on  memorandum  to  a  person  not  holding  them 
for  sale  are  to  be  included  in  the  inventory  of  the  owner. 

(c)  Goods  on  consignment  or  on  memorandum  are  to  be  valued  at  riot  less  than 
the  amount  which  the  business  unit  holding  them  for  sale  would  remit  if  all  such 
goods  were  sold.  Incoming  transportation  costs  and  workroom  charges  should 
also  be  included  in  the  value  of  goods  on  consignment  or  on  memorandum  if  such 
costs  and  charges  are  included  in  the  value  of  comparable  purchased  goods  in  the 
business  units*  inventory. 

10.  Merchant  also  Engaged  in  Manufacturing. 

(a)  Inventories.  Exclude  factory  inventories  from  your  report  of  mercantile 
inventories. 

(b)  Sales,  Do  not  include  sales  made  as  a  manufacturer  out  of  factory  inven- 
tory.    (See  Definition  3  (b)) 

(c)  Receipts.  Transfer  of  consumers'  goods  from  factory  inventory  to  mercan- 
tile inventory,  when  made  from  one  or  more  establishments  under  common  own- 
ership or  control,  constitutes  a  receipt  of  such  goods,  into  the  mercantile  inventory 
of  the  merchant. 

11.  Goods  Sold  for  Consumption  on  Merchant's  Premises.  Do  not  include  the 
sales,  inventories,  or  receipts  of  such  goods  in  the  computations,  records,  reports 
and  other  matters  pursuant  to  this  order. 

12.  Officer's  Uniforms.  Except  for  the  statement  of  net  sales  and  mercantile 
inventories  in  Section  II  (a)  and  (b)  of  Form  PD-689  you  may  exclude  current 
receipts,  sales,  and  inventories  of  officers'  uniforms  from  your  current  data  if  you 
are  authorized  to  accept  delivery  of  uniforms  produced  under  $  1243.1,  Preference 
Rating  Order  P-131;  provided  you  are  consistent  in  your  accounting  treatment 
of  sucn  receipts,  sales,  and  inventories. 

13.  Frozen  Goods  Credit.  Except  for  the  statement  of  net  sales  and  mercantile 
inventories  in  Section  II  (a)  and  (b)  of  Form  PD-689  you  may  deduct  from  the 
cost  value  of  your  mercantile  inventory  at  the  beginning  of  any  quarterly  period 
after  the  first  quarterly  period  of  1943: 

(a)  The  cost  value  of  the  inventory  of  any  kind  of  "frozen  goods"  (Definition 
(3)  (f)  at  the  beginning  of  the  current  quarterly  period  (provided  such  goods 
have  been  in  inventory  at  least  four  months);  minus, 

(b)  the  total  cost  value  of  "frozen  goods"  of  that  kind  sold  by  you  during  the 
immediately  preceding  quarterly  period. 

14.  Communications  to  the  War  Production  Board.  All  communications  con- 
cerning Order  Lr-219  shall,  unless  otherwise  directed,  be  sent  to  the  War  Produc- 
tion Board,  Washington,  D.  C.     Ref:  L-219 

Definitions  * 

1.  a.  "Merchant"  means  any  person  engaged  in  retailing,  wholesaling,  jobbing, 
or  otherwise  marketing  consumers'  goods,  either  of  his  own  or  another's  manufac- 
ture, who  maintains  a  mercantile  inventory. 

b.  "Controlled  Merchant"  means  a  merchant  other  than  an  "exempted  mer- 
chant" who  had  net  sales  of  consumers'  goods  of  $200,000  or  more  during  the  year 
specified  in  Section  II,  Form  PD-689,  and  who  had  a  mercantile  inventory  of 
consumers'  goods  having  a  cost  value  of  $50,000  or  more  at  the  «nd  of  that  year. 

c.  "Exempted  Merchant"  is  a  merchant  exempted  from  the  provisions  of 
Order  L-219:  (a)  if  more  than  50  per  cent  of  his  net  sales  during  the  year  specified 
in  Section  II,  Form  PD-689,  were  of  goods  listed  on  list  A;  or,  (b)  if  his  business 
is  done  entirely  outside  the  limits  of  continental  United  States;  or,  (c)  if  the  bus- 
iness is  conducted  by  a  Governmental  Corporation  or  Agency;  or,  (d)  if  his  net 
sales  of  consumers'  goods  during  the  year  specified  in  Section  II,  Form  PD-689 
were  less  than  $200,000  or  his  mercantile  inventory  of  consumers'  goods  was  less 
than  $50,000  at  the  end  of  the  specified  year. 

2.  "Consumers'  goods"  means  goods  suitable  in  form  and  type  for  sale  to 
individual  ultimate  consumers  for  personal  or  household  use,  including  but  not 
limited  io  goods  on  List  B,  attached  to  Order  L-219.  Consumers'  goods  shall 
not  include  any  food  or  beverage  for  human  or  animal  consumption,  or  any 
fuel  oil,  gasoline,  motor  oil,  grease,  or  allied  petroleum  products.  (See  List  B 
for  examples  of  typical  consumers'  goods). 
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List  B 


Items  on  List  B  are  typical  consumers'  goods 


Women's,  Misses'  Wearlnfr  Appwel 

Women's,  Misses'  Accessories 

Baby  Goods 

Men's  and  Boys'  Clothing 

Mens'  and  Boys'  Fumicmi 

Work  Clothing 

Footwear 

Hosiery,  Underwear,  Negligees,  and  Robes 

Oloves,  Handbags,  and  Millinery 

Aprons,  House  Dresses,  and  Uniforms 

Furs 

Corsets  and  Brassieres 

Laoe,  Trimmings,  and  Ribbons 

Notions 

Toilet  Articles  and  Toiletries  (Cosmetics,  Shaving 

Soaps,  and  Equipment) 
Clocks  and  Watches 
Jewelry  and  Sllyerware 
Umbrellas 

Art  Needlework  and  Yams  for  Home  Use 
Paper  and  Paper  Products,  Stationery,  Books 
Glftwares 
Piece  Foods  (Silks,  Velvets,  Rayons,  Synthetics, 

Woolens,  Cottons,  Linens,  Mixtures,  Wash  Goods. 

and  Linings). 
Drugs  and  Drug  Sundrlat 
Toys  and  Games 

Luggage  and  Other  Leather  Goods 
Sporting  Goods  and  Cameras 
Oiarden  Supplies  and  Seeds  for  Garden  Use 
Motor  Vehicles,  Replacement  Parts,  and 

riea 
Tirea 


Typ«in1t«n 

Lfneot,  indudlnc  towels 

Domestics  (Muslins.  Sbeetlng,  ate.) 

Blankets.  Comfortws  and  SrirMdf 

Furniture,  Bedding,  and  Domeatie  Floor  Cover- 
ings 

Draperies,  Curtains,  and  Upholstery 

Lanterns,  Lamps,  and  Shaaes 

Chinaware  and  Gbuawara 

Major  Household  AppUanoet,  Indodliig  Mechanical 
Refntterators,  Washing  Maohloet  and  Cooking 
Appliances 

Small  EleoMoil  Appliances,  Light  Bulba,  Fixtuiet 
and  Dry  Cells 

Radio,  Phonographs,  Records,  and  Supplies 

Hardware  and  Toob  for  Home  Use. 

Kltchenware,  Cutlery,  and  Miscellaneous  Hooaa- 
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Mo^  Utttruments.  Pianos,  and  Sheet  Music 
Window  Shades.  Blinds,  and  Wallpaper 
Brushes,  Brooms,  and  Mops 
Soap  and  Household  Cleaning  and  Sanitation  Ma- 

t(>rials 
Paints,  Varnishes,  Waxes,  and  Pollatass 
Christmas  Ornaments  and  Suppliea 
Wheeled  Goods 
School  Supplies 
Antiques 
Coal 

Fk)wers  and  Plants 
Smoking  Equipment 
Second  Hand  Consumers'  Goods 


3.  a.  Mercantile  Inventory"  means  the  stock  of  consumers'  goods  held  for 
sale  by  a  person  engaged  in  marketing  such  goods,  including  goods  he  has  pur- 
chased for  resale,  goods  he  has  manufactured  for  sale,  stocks  consigned  to  him 
for  sale,  and  stocks  held  by  him  on  memorandum  for  sale. 

b.  "Factory  Inventory"  means  an  inventory  of  consumers'  goods  mainUined 
by  the  manufacturer  of  such  goods  at,  or  in  the  immediate  vicinity  of,  the  place 
where  their  manufacture  was  completed. 

c.  "Goods  in  Transit"  may  be  included  in  or  excluded  from  inventory,  provided 
that  they  are  consistently  treated  by  the  merchant  in  accordance  with  his  prior 
accounting  or  income  tax  return  practice.  Goods  cease  to  be  considered  in 
transit  not  later  than  the  day  after  they  are  delivered  to  a  merchant  on  his  prem- 
ises, to  his  warehouse,  or  to  a  commercial  warehouse  for  his  account. 

d.  "Seasonal  Goods  and  Goods  Held  for  Speculative  Purposes"  are  considered 
held  for  sale  even  though  they  are  not  currently  offered  for  sale,  but  are  stored 
in  a  warehouse  or  elsewhere,  with  a  view  to  sale  at  some  future  time. 

e.  "Lay-Aways"  may  be  included  in  or  excluded  from  inventory  provided  thev 
are  consistently  treated  by  the  merchant  in  accordance  with  his  prior  accountink 
or  income  tax  practice. 

•  n  "f  ^^^®"  Goods"  means  the  consumers'  goods  which  are  selling  at  a  substan- 
*^fi  ^11  ^^^^^  ^^^^  ^^*"  normal  due  to  governmental  regulations  which  spe- 
cifically restrict  the  sale  of  those  consumers'  goods  to  preferred  classes  of  persona 
based  on  special  need.     Examples:  typewriters  and  automobile  tires. 

4.  a.  Cost  Value"  or  "Cost"  of  goods  received,  sold,  or  in  inventory  meana 
the  value  of  such  goods  computed  by  any  single  method  of  valuation  which  meets 
the  requirements  of  generally  accepted  accounting  practice  and  which  is  con- 
sistently used  by  the  merchant  for  valuation  of  inventory  for  balance  sheet  and 
profit  and  loss  statement  purposes. 

b.  Use  of  "Retail  Method."  A  merchant  who  uses  the  "retail  method"  may 
reduce  his  inventories  to  "cost"  by  the  method  prescribed  for  federal  income  Ux 
purposes.  Any  merchant  who  elects  the  "retail  method"  must  consistently 
value  his  goods  at  "retail  value"  wherever  the  provisions  of  L-219  specify  the  use 
of  "cost  value    or  "cost." 

c.  See  instruction  9  for  the  method  of  valuation  to  be  used  for  consigned  stocks 
or  stocks  on  memorandum. 

5  "Total  Net  Sales"  means  the  amount  of  a  merchant's  gross  sales  of  goods  in 
dollars,  including  sales  of  goods  shipped  direct  from  a  vendor  to  the  merchant's 
customer,  less  all  returns,  allowances,  rebates,  discounts,  and  other  proper  de- 


ductions.    (See  also  Instruction  10  (b).)     Intra-company  sales  are  not  included 
in  sales  even  though  designated  on  the  books  of  the  company  as  sales. 

6.  "Cost  of  Goods  Sold"  means  the  cost  value  of  goods  removed  from  mercantile 
inventory  by  sale,  spoilage,  shrinkage  reserve,  consignment  to  another  person  or 
other  proper  deduction  in  accordance  with  generally  accepted  accounting  prac- 
tice consistently  used  by  the  merchants,  plus  the  cost  value  of  goods  shipped 
direct  from  a  vendor  to  the  merchant's  customers. 

7.  a.  "Receipts  of  Consumers'  Goods"  or  "Net  Merchandise  Receipts"  means 
the  cost  value  of  consumers'  goods  acquired  by  a  merchant  by  purchase,  consign- 
ment, memorandum,  or  otherwise,  in  such  a  way  and  to  such  an  extent  that  they 
become  part  of  the  merchant's  merchantile  inventory. 

b.  Cost  value  of  goods  shipped  direct  to  the  merchant's  customers  are  to  be 
included  in  receipts  of  goods. 

c.  Merchandise  held  by  a  vendor  for  the  account  of  a  merchant  is  to  be  in- 
cluded in  the  merchant's  receipts  for  the  period  in  which  the  merchant  becomes 
the  owner. 

d.  See  definition  3  (c)  for  method  of  handling  goods  in  transit. 

8.  "Outstanding  Commitments"  means  the  sum  of  all  commitments  made  for 
future  delivery  of  consumers'  goods,  including,  but  not  limited  to  (a)  contracts 
or  blanket  orders  to  buy  consumers'  goods  and-  (b)  arrangements,  formal  or  in- 
formal, by  which  you  have  committed  yourself  to  buy  consumers'  goods  and 
whereby  you  have  sought  to  bind  the  prospective  vendors  to  deliver  such  goods 
to  you. 

9.  "Impracticable  Segregation."  It  may  be  considered  impracticable  to  segre- 
gate consumers'  goods  as  defined  in  order  L-219  from  all  other  goods  when  in 
order  to  do  so  it  would  be  necessary  to  compile  data  which  the  merchant  does  not 
already  have  available  in  his  records  and  which  could  be  obtained  for  the  base 
period,  if  at  all,  only  by  compiling  it  from  his  original  records  such  as  sales  in- 
voices or  sales  ledgers,  purchase  invoices  or  purchase  ledgers,  or  bin  tags  or 
materials  ledgers. 
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WAR  PRODUCTION  BOARD 

Part  3118 — Consumers'  Goods  Inventories 

[Consumers'  Goods  Inventory  Limitation  Order  L-219] 

The  fulfillment  of  requirements  for  the  defense  of  the  United  States  has  created 
a  shortage  in  the  supply  of  consumers'  goods  for  defense,  for  private  account, 
and  for  export;  and  the  following  order,  limiting  consumers'  goods  receipts  and 
providing  for  inv,intory  reports,  is  deemed  necessary  and  appropriate  in  the 
public  interest  and  to  promote  the  national  defense. 

S  3118.1  Consumers'  Goods  InverUory  Limitation  Order  lr-219 — (a)  Definitions. 
For  the  purposes  of  this  order: 

(1)  "Consumers'  goods"  means  goods  suitable  in  form  and  type  for  sale  to  in- 
dividual ultimate  consumers  for  personal  or  household  use,  including  but  not 
limited  to  goods  on  List  B,  attached  to  Order  L-219.  Consumers'  goods  do  not 
include  producers'  goods  such  as  farm  implements,  goods  used  in  rendering 
personal  services  such  as  shpe  repairing,  or  goods  sold  for  consumption  on  the 
vendor's  premises  such  as  fountain  and  restaurant  fare.  Consumers'  goods  shall 
not  include  any  food  or  beverage  for  human  or  animal  consumption,  or  any  fuel 
oil,  gasoline,  motor  oil,  grease,  or  allied  petroleum  products. 

(2)  "Mercantile  inventory"  means  the  stock  of  consumers'  goods  held  for  sale 
by  a  person  engaged  in  marketing  such  goods,  including  goods  he  has  purchased 
for  resale,  goods  he  has  manufactured  for  sale,  stock  consigned  to  him  for  sale, 
and  stocks  held  by  him  on  memorandum  for  sale. 

(i)  Mercantile  inventories  shall  not  include  factory  inventories.  A  "factory 
inventory"  is  an  inventory  of  consumers*  goods  which  are  stored  by  the  manufac- 
turer of  such  goods  at,  or  in  the  immediate  vicinity  of  the  place  where  their  man- 
ufacture was  completed,  and  which  are  not  being  offered  for  sale  to  individual 
ultimate  consumers. 

(ii)  Stocks  on  consignment  or  on  memorandum  for  sale  are  to  be  included  in 
the  inventory  of  the  person  actually  holding  them  for  sale,  and  in  such  case  are 
to  be  excluded  from  the  inventory  of  the  owner.  Stocks  on  consignment  or  on 
memorandum  to  a  person  not  holding  them  for  sale  are  to  be  included  in  the 
inventory  of  the  owner. 

(iii)  Groods  in  transit  may  be  included  in  or  excluded  from  inventory :  Provided, 
That  in  all  computations,  records,  reports,  and  other  matters  pursuant  to  this 
order,  they  are  consistehtly  treated  by  the  merchant  in  accordance  with  his 
prior  accounting  or  income  tax  return  practice.  Goods  shall  cease  to  be  con- 
sidered in  transit  not  later  than  the  day  after  they  are  delivered  to  a  merchant  on 
his  premises,  to  his  warehouse,  or  to  a  commercial  warehouse  for  his  account. 

(iv)  Goods  are  held  for  sale  and  are  considered  as  part  of  "inventory"  even 
though  they  are  not  currently  offered  for  sale,  but  are  stored  in  a  warehouse  or 
elsewhere,  with  a  view  to  sale  at  some  future  time,  e.  g.,  seasonal  goods  during 
the  off  season  and  goods  held  for  speculative  purposes.  Goods  held  on  the  "lay- 
away"  plan  pending  payment  of  the  purchase  price  may  be  included  in  or  ex- 
cluded from  inventory:  Provided^  That  in  all  computations,  records,  reports,  and 
other  matters  pursuant  to  this  order,  they  are  consistently  treated  by  the  mer- 
chant in  accordance  with  his  prior  accounting  or  income  tax  practice. 

(3)  "Merchant"  means  any  person  engaged  in  retailing,  wholesaling,  jobbing, 
or  otherwise  marketing  consumers'  goods,  either  of  his  own  or  another's  manu- 
facture, who  maintains  a  mercantile  inventory. 

(4)  "Controlled  merchant"  means  any  merchant,  not  in  any  of  the  exempt 
categories  established  by  paragraph  (b),  who: 

(i)  On  or  after  November  30,  1942,  had  a  mercantile  inventory  of  consumers' 
goods  having  a  cost  value  of  $50,000  or  more  at  the  end  of  any  quarter  of  any 
of  his  federal  income  tax  years,  and  also 

(ii)  During  the  twelve  months  preceding  the  end  of  the  same  quarter  of  his 
federal  income  tax  year  had  net  sales  of  consumers'  goods  of  $200,000  or  more. 
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Any  merchant  who  is  or  becomes  a  "controlled  merchant"  within  the  foregoing 
definition  shall  cease  to  be  a  "controlled  merchant"  if  at  the  end  of  each  of  any 
four  consecutive  quarters  thereafter  either  his  mercantile  inventory  has  a  cost 
value  of  less  than  $50,000  or  he  has  failed  during  the  preceding  twelve  months 
to  make  net  sales  of  consumers'  goods  of  $200,000  or  more. 

(5)  "Net  sales"  means  the  amount  of  a  merchant's  gross  sales  of  goods  in  dol- 
lars, including  sales  of  goods  shipped  direct  from  a  vendor  to  the  merchant's 
customer,  less  all  returns,  allowances,  rebates,  discounts,  and  other  proper  de- 
ductions. In  the  case  of  a  merchant  who  i.s  also  engaged  in  manufacturing,  his 
net  sales  shall  not  include  any  sales  made,  as  a  manufacturer,  out  of  his  factory 
inventorv. 

(6)  "Cost  value"  or  "cost"  of  goods  received,  sold,  or  in  inventory  means  the 
value  in  dollars  of  such  goods  computed  by  any  single  method  of  valuation  which 
meets  the  requirements  of  generally  accepted  accounting  practice  or  which  is 
consistently  used  by  the  merchant  for  valuation  of  inventory  for  balance  sheet 
and  profit  and  lows  statement  purposes.  Goods  held  for  sale  on  consignment  and 
on  memorandum  are  to  be  valued  at  not  less  than  the  amount  which  the  person 
holding  them  for  sale  would  be  obligated  to  remit  to  the  owner  if  all  of  them 
were  sold.  Incoming  transportation  costs  and  workroom  charges  shall  also 
be  included  in  the  value  of  goods  on  consignment  or  on  memorandum  if  they  are 
included  in  the  cost  value  of  comparable  purchased  goods  in  the  inventory  of  the 
person  holding  them  for  sale.  Retail  merchants  who  consistently  employ  what 
is  known  as  the  "retail  method"  of  pricing  inventories  may  reduce  their  inven- 
tories to  cost  by  the  method  prescribed  for  federal  income  tax  purposes. 

(7)  "Inventory  year"  of  a  merchant  means  the  recurrent  twelve  calendar 
month  period  beginning  either  December  1,  January  1,  or  February  1 ,  of  each  year, 
whichever  corresponds  with  the  beginning  date  of  a  quarter  of  his  federal  income 
tax  year.  An  inventory  year  is  designated  by  the  number  of  the  calendar  year  in 
which  mast  of  its  months  fall.  For  example,  whichever  of  the  inventory  years 
commencing  December  1,  1942,  January  1,  1943,  and  February  1,  1943,  is  selected 
by  a  merchant,  is  his  1943  inventory  vear  within  the  meaning  of  this  order.  Kach 
inventory  year  shall  consist  of  four  ''quarterly  periods"  of  three  calendar  months 
each,  except  that  any  merchant  who  keeps  his  books  of  account  on  the  basis  of  an 
annual  fiscal  period  divided  into  thirteen  periods  of  four  weeks  each  or  divided 
into  four  thirteen-week  quarters  may  adopt  an  inventory  year  of  four  thirteen- 
week  "quarterly  periods,"  each  divided  into  one  five-week  and  two  four-week 
"months."  Any  merchant  who  keeps  his  accounts  on  the  basis  of  either  of  these 
types  of  fiscal  year  may  use  a  date  other  than  December  1 ,  January  1 ,  or  February 
1,  as  the  first  day  of  his  inventory  year:  Provided,  That  the  date  selected  is  as 
near  as  possible  to  the  beginning  date  of  a  quarter  of  his  federal  income  tax  years. 

(8)  "Base  period"  means  a  period  of  three  inventory  years,  commencing  with 
the  beginning  date  of  the  merchant's  1939  inventory  year.  Ordinarily,  this  date 
will  be  December  1,  1938,  January  1,  1939,  or  February  1,  1939.  Any  controlled 
merchant  who  lacks  records  for  part  or  all  of  the  base  period  so  computed  shall 
use  as  his  special  base  period  all  the  complete  consecutive  quarterly  periods 
between  December  1,  1938,  and  February  1,  1942,  for  which  he  has  records.  If 
the  number  of  such  quarterly  periods  is  less  than  four,  additional  periods  shall  be 
taken  from  his  1942  inventory  year  sufficient  to  complete  a  single  year.  His 
treatment  of  inventory  and  sales  data  for  such  special  base  period  shall  conform  as 
strictly  as  possible  to  the  treatment  of  inventory  and  sales  data  for  the  base 
period  prescribed  in  Appendix  A  attached  to  Order  I..-219.  If  a  going  business 
has  changed  owners  since  the  commencement  of  the  period  which,  but  for  such 
change,  would  have  been  its  base  period,  and  if  the  current  owner  possesses  or  can 
obtain  the  necessary  data  concerning  his  predecessor's  operations,  he  shall  compute 
the  normal  inventory  of  such  business  as  if  he  had  been  its  owner  throughout. 
A  controlled  merchant  who  is  unable  to  establish  a  base  period,  including  1942, 
of  at  least  four  consecutive  quarterly  periods,  shall  apply  to  the  I)irector  General 
for  Operations  for  instructions,  stating  his  monthly  sales  and  inventories. 

(9)  "Normal  inventory"  means  a  mercantile  inventory  at  the  beginning  of  a 
quarterly  period  with  a  cost  value  no  larger  in  relation  to  a  merchant's  projected 
sales  during  that  quarterly  period  than  he  would  carry  at  the  beginning  of  that 

?uarterly  period  when  following  his  normal  base  period  merchandising  practices, 
n  no  event  shall  the  normal  inventory  figure  used  by  a  merchant  in  determining 
his  inventory  limit  exceed  a  figure  correctly  computed  from  his  past  inventory 
and  sales  experience  by  the  method  described  and  illustrated  in  Appendix  A 
attached  to  Order  L-219.  and  employed  on  Forms  PD-689  and  PD-690. 

(10)  "Allowable  receipts"  during  a  quarterly  period  means  the  cost  value  of 
the  consumers'  goods  which  a  merchant  will  need  during  any  quarterly  periond  to 
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complete  his  anticipated  sales  during  that  quarterly  period  and  to  begin  the 
next  succeeding  quarterly  period  with  his  normal  inventory,  less  the  cost  value 
of  the  mercantile  inventory  which  he  has  at  the  beginning  of  the  quarterly  period. 
Except  for  merchants  who  elect  under  subparagraph  (1)  to  u.se  the  "retail  method," 
the  allowable  receipts  calculated  by  a  merchant  shall  not  exceed  the  larger  of 
the  following: 

(i)  A  figure  correctly  computed  from  the  merchant's  previous  experience  with 
respect  to  .sales  and  cost  of  goods  sold  by  the  method  described  and  illustrated 
in  Appendices  A  and  C  attached  to  Order  L-219,  and  emploved  on  Form  PD- 
690,  or  * 

(ii)  A  figure  equal  to  one-third  of  the  cost  of  goods  sold  during  the  preceding 
quarterly  period. 

(11)  "Cfost  of  goods  sold"  means  the  cost  value  of  goods  removed  from  mer- 
cantile inventory  by  sale,  spoilage,  shrinkage  reserve,  consignment  to  another 
person  or  other  proper  deduction  in  accordance  with  generally  accepted  account- 
ing practice  consistently  used  by  the  merchant,  plus  the  cost  value  of  goods 
shipped  direct  from  a  vendor  to  the  merchant's  customers. 

(12)  "Receipts  of  consumers'  goods"  means  the  cost  value  of  consumers'  goods 
acquired  by  a  merchant  by  purcliase,  consignment,  memorandum,  or  otherwise  in 
such  a  way  and  to  such  an  extent  that  they  l)ecame  part  of  the  merchant's  mer- 
cantile inventory,  plus  the  cost  value  of  consumers'  goods  shipped  direct  from  a 
vendor  to  the  merchant  s  customers.  Goods  manufactured  by  a  merchant  are 
to  be  included  in  his  receipts  when  they  are  transferred  to  his  mercantile  in- 
ventory. 

(13)  "Frozen  goods"  means  those  consumers'  goods  in  the  mercantile  inventory 
of  a  controlled  merchant  which  he  is  selling  at  a  substantially  less  rapid  rate  thtfn 
normal,  due  to  governmental  regulations  which  specifically  restrict  the  sale  of  those 
consumers'  goods,  such  as  typewriters  and  automobile  tires,  to  preferred  classes  of 
persons  based  upon  special  need. 

(b)  Exemption  of  certain  tyfes  of  business.  The  provisions  of  paragraph  (d) 
and  paragraph  (e)  of  this  order  shall  not  apply  to  any  merchant  in  any  of  the 
following  exempt  categories. 

(1)  Any  merchant  more  than  fifty  per  cent  of  whose  aggregate  net  sales  of  all 
kinds  of  goods  during  his  most  recently  completed  inventory  year  were  sales  of 
goods  listed  on  List  A. 

(2)  Any  merchant  engaged  in  retailing,  wholesaling,  jobbing,  or  otherwise  mar- 
keting consumers'  goods  entirely  outside  the  limits  of  the  United  States. 

(3)  Any  governmental  corporation  or  agency,  including  any  United  States 
Army  or  Marine  Corps  Post  Exchange  and  any  United  States  Navy  Ship's 
Service  Department. 

(c)  Calculation  of  inventory  limit.  (1)  As  used  in  paragraph  (d)  and  paragraph 
(e),  the  "inventory  limit"  of  a  controlled  merchant  at  the  beginning  of  any  quar- 
terly period  of  his  inventory  year  shall  mean  his  normal  inventory  as  of  the 
beginning  of  that  quarterly  period  plus  the  percentage  of  such  normal  inventory 
to  which  he  is  entitled  as  tolerance,  computed  by  the  method  described  and 
illustrated  in  Appendix  B  attached  to  Order  L-219,  and  employed  on  Form 
PD-690.  The  percentage  of  tolerance  with  respect  to  mercantile  inventories  in 
the  Eastern  and  Central  Time  Zones  shall  be  10%  at  the  beginning  of  the  second 
quarterly  period  of  the  1943  inventory  year,  and  5%  at  the  beginning  of  each 
quarterly  period  thereafter.  The  percentage  of  tolerance  with  respect  to  mer- 
cantile inventories  in  the  Mountain  and  Pacific  Time  Zones  shall  be  15%  at  the 
beginning  of  the  second  quarterly  period  of  the  1943  inventory  year,  and  10%  at 
the  beginning  of  each  quarterly  {>eriod  thereafter. 

(2)  The  Director  General  for  Operations  may  issue  specific  instructions  increas- 
ing or  decreasing  the  percentage  of  tolerance  of  particular  controlled  merchants. 

(d)  Restrictions  on  receipts  of  consumers'  goods.  (1)  No  controlled  merchant 
whose  mercantile  inventory  is  greater  than  his  inventory  limit  at  the  beginning  of 
any  quarterly  period,  other  than  the  first  quarterly  period  of  the  1943  inventory 
year,  shall  have  receipts  of  consumers'  goods  during  the  quarterly  period  in  excess 
of  his  allowable  receipts  for  such  quarterly  period. 

(2)  No  controlled  merchant  whose  mercantile  inventory  is  greater  than  his 
inventory  limit  at  the  beginning  of  any  quarterly  period,  other  than  the  first 
quarterly  period  of  the  1943  inventory  year,  shall  receive  more  than  one-third 
of  his  allowable  receipts  for  such  quarterly  period  during  the  first  month,  or 
more  than  two-thirds  during  the  first  two  months,  of  such  qu.irterly  period. 

(3)  The  Director  General  for  Operations  may  issue  specific  instructions  increa.s- 
ing  or  decreasing  the  allowable  receipts  of  particular  controlled  merchants. 
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(e)  Special  reports.  Any  controlled  merchant  having  a  mercantile  inventonr 
which  is  greater  than  his  inventory  limit  at  the  beginning  of  any  quarterly  period, 
except  the  first  quarterlv  period  of  his  1943  inventory  year,  shall  fill  out  in  dupli- 
cate, and  mail  to  the  War  Production  Board,  one  copy  of  each  of  the  following 
reports,  retaining  the  other  copv  of  each  in  his  possession. 

(1)  Form  PD-690,  on  or  before  the  twenty-fifth  day  of  the  first  month  of  such 
quarterly  period,  together  with  Form  PD-689.  (Form  PD-689  is  to  be  submitted 
once  only,  at  the  time  of  the  first  filing  of  Form  PD-690.) 

(2)  Form  PD-713,  on  or  before  the  twenty-fifth  day  of  the  second  month  of  such 
quarterly  period. 

(3)  Form  PI>-713,  on  or  before  the  twenty-fifth  day  of  the  third  month  of  such 
quarterlv  jjeriod. 

(4)  Form  PD-690,  on  or  before  the  twenty-fifth  day  of  the  first  month  of  the 
following  quarterly  period. 

(f)  Corporate  combinations  and  similar  enterprises — (1)  Consolidated  inventories 
and  reports.  Except  as  otherwise  provided  in  paragraphs  (g)  and  (h),  every  person 
affected  by  this  order  shall,  when  computing  the  quantity  of  his  sales,  his  mer- 
cantile inventories,  his  receipts,  and  other  matters  pursuant  to  this  order,  include 
the  sales,  mercantile  inventories,  receipts,  and  other  matters  of  all  stores,  branches, 
divisions  and  sections  of  his  enterprise  and  of  any  other  enterprise  under  common 
ownership  or  control  with  his  enterprise.  Moreover,  the  reports  relating  to  Such 
sales,  inventories,  and  other  matters  shall  be  consolidated  and  shall  include  the 
sales,  inventories,  and  other  matters  of  all  branches,  divisions,  or  sections  of  all 
enterprises  under  common  ownership  or  control  without  regard  to  corporate  or 
other  distinctions  between  such  enterprises.  Concessions  and  leased  departments 
shall  be  treated  as  enterprises  separate  from  the  business  of  the  merchant  whose 

Premises  they  occupy,  unless  under  common  ownership  or  control  with  such 
usiness. 
(2)  Intra-company  and  inter-company  sales.  In  all  computations  and  reports 
pursuant  to  this  order,  transactions  within  the  enterprise  of  a  single  person  or 
between  stores,  branches,  divisions,  or  sections  of  enterprises  subject  to  common 
ownership  or  control  shall  not  be  counted  as  sales  or  as  receipts  of  goods,  even 
though  designated  on  the  books  of  such  enterprise  or  enterprises  as  sales  or 
receipts,  with  the  following  single  exception:  If  one  or  more  of  the  establishments 
under  common  ownership  or  control  engages  in  manufacturing,  then  transfer  of 
consumers'  goods  from  factory  inventory  to*  mercantile  inventory  shall  constitute 
a  receipt  of  such  goods. 

(g)  Separate  accounting  for  company  stores.  (1)  If  any  person,  as  an  mcident 
of  his  principal  business,  carries  on  a  business  enterprise  consisting  of  one  or  more 
company  stores,  commissaries,  industrial  stores,  or  other  similar  type  of  business 
enterprise  marketing  consumer  goods  chiefly  to  the  employees  of  such  person  and 
their  families,  then  that  person  shall  determine  whether  such  incidental  enterprise 
is  a  controlled  merchant  as  defined  in  paragraph  (a)  (4)  of  this  order  and  not 
exempt  under  paragraph  (b)  when  separately  considered. 

(2)  If  such  incidental  enterprise  is,  in  itself,  a  controlled  merchant,  then,  even 
though  the  principal  business  of  that  person  may  consist  of  sales  of  goods  on 
List  A,  such  person  shall  keep  the  records,  report  the  inventories,  and  restrict 
the  receipts  of  goods  of  such  incidental  enterprise  as  a  separate  entity.  Such 
person  shall  exclude  the  sales,  inventories,  and  receipts  of  goods  of  such  incidental 
enterprise  from  computations  and  other  matters  respecting  his  principal  business. 

(h)  Separate  accounting  for  ownership  groups.  If  a  controlled  merchant  con- 
sists of  a  number  of  establishments,  each  of  which  would  be  a  controlled  merchant 
if  considered  separately,  which  are  substantially  independent  with  respect  to 
merchandising,  buying,  warehousing,  selling,  advertising,  management,  and 
accounting,  and  in  the  operation  of  which  the  controlled  merchant  does  not 
practice  centralized  buying  for,  centralized  storage  for,  or  interchange  of  stocks 
among  the  constituent  establishments,  such  controlled  merchant  may  elect  by 
written  notice  to  the  War  Production  Board,  mailed  before  February  1,  1943,  to 
keep  the  records,  report  the  inventories,  and  restrict  the  receipts  of  goods  of  each 
such  constituent  establishment  as  a  separate  entity. 

(i)  Segregation  of  consumers'  goods  from  other  goods.  Anv  merchant  who  is 
engaged  in  marketing  both  consumers'  goods  and  other  goods  may  include  such 
other  goods  with  consumers'  goods  in  calculating  inventories,  sales,  receipts  of 
goods,  and  all  other  matters  under  this  order  if  such  other  goods  are  consistently 
included  and  if  their  exclusion  would  be  impracticable.  The  exclusion  of  such 
goods  from  consumers'  goods  may  be  consiclered  impracticable  only  when  such 
exclusion  would  require  the  compilation  of  data  respecting  the  base  period  which 
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that  merchant  does  not  already  have  available  and  which  could  be  compiled  if 
at  all,  only  by  re-e.xamining  his  original  records  of  sales,  purchases  and  inventories 
during  the  base  period. 

(j)  Contisteticy  in  accounting.  In  the  valuation  of  inventories,  in  the  compu- 
tation of  net  sales  and  costs  of  goods  sold,  and  in  all  other  matters  of  accounting 
under  this  order,  unless  otherwise  specifically  authorized  by  the  Director  General 
for  Operations,  a  merchant  must  use  those  accounting];  methods  and  figures  which 
are  in  accordance  with  his  books  of  account  or  his  income  tax  returns,  which  meet 
the  requirements  of  generally  accepted  accounting  practice  for  the  particular 
purpose,  and  which  he  has  consistently  employed  since  the  beginning  of  his  base 
period.  If,  since  that  date,  there  has  been  a  material  change  or  inconsistency  in 
his  accounting  practice  affecting  valuation  of  inventories,  computation  of  his  net 
sales,  cost  of  goods  sold,  or  other  matters  of  accounting  under  this  order,  or  if  his 
customary  accounting  methods  do  not  meet  the  requirements  of  accepted  account- 
ing practice,  he  shall  apply  by  letter  to  the  Director  General  for  Operations  for 
specific  instructions  concerning  the  adjustments,  if  any,  to  be  made,  stating  in 
such  letter  the  nature  of  the  change  or  inconsistency,  or  the  variance  from 
accepted  practice. 

(k)  Inter-relation  xffith  Suppliers'  Inventory  Limitation  Order  L-6S.  Nothing 
in  this  order  shall  be  construed  to  relieve  any  person  of  the  duty  of  complying 
with  f  1046.1,  Suppliers'  Inventory  Limitation  Order  L-63.  Any  controlled 
merchants  who  market  supplies,  as  defined  in  Order  L-63,  and  who  are  not  exempt 
from  this  order  by  virtue  of  paragraph  (b)  (1),  shall  not  only  comply  with  any 
rejBtrictions  of  Order  L-63  applicable  to  their  operations  but  shall  also  comply 
with  the  provisions  of  this  order  without  distinction  between  those  consumers' 
goods  which  are  supplies  and  other  consumers'  goods. 

(1)  Optional  use  of  the  **retail  method."  Any  retail  merchant  who  employed 
during  his  base  period  what  is  known  as  the  "retail  method"  of  pricing  inventories 
may  elect  to  value  his  mercantile  inventory  and  to  compute  his  allowable  receipts 
at  retail,  rather  than  at  retail  reduced  to  "cost"  or  "cost  value,"  on  the  following 
conditions: 

(1)  He  shall  employ  a  percentage  of  tolerance  two  percent  lower  than  he  would 
otherwise  be  entitled  to  use  under  the  provisions  of  paragraph  (c)  (1). 

(2)  He  shall  consistently  value  his  goods  at  retail  wherever  the  provisions 
of  this  order  specify  the  use  of  "cost  value"  or  "cost,"  except  for  the  purpose  of 
determining  wnether  he  is  a  controlled  merchant  under  paragraph  (a)  (4). 

(3)  His  allowable  receipts  at  retail  shall  not  exceed  the  larger  of  the  following: 
(i)  A  figure  correctly  computed  from  the  merchant's  previous  experience  with 

respect  to  sales  and  markdowns  by  the  method  described  and  illustrated  in  Ap- 
pendix D  attached  to  Order  Lr-219,  and  employed  on  Form  PD-690,  or 

(ii)  A  figure  equal  to  one-third  of  his  net  sales  during  the  preceding  quarterly 

(4)  His  markdowns  at  retail  used  in  computing  his  allowable  receipts  at  retail 
shall  not  be  a  greater  percentage  of  his  projected  sales  than  his  markdown  per- 
centage in  the  corresponding  quarterly  period  of  the  preceding  inventory  year. 

(m)  Deduction  of  surplus  inverUory  of  ^'frozen  goods.' ^  Except  for  the  purpose 
of  determining  whether  he  is  a  controlled  merchant,  a  controlled  merchant  may 
deduct  from  the  cost  value  of  his  mercantile  inventory  on  hand  at  the  beginning 
of  any  current  quarterly  period  an  amount  in  dollars  equal  to: 

(1)  The  cost  value  on  that  date  of  his  mercantile  inventory  of  any  kind  of 
"frosen  goods"  which  he  has  had  in  his  mercantUe  inventory  more  than  four 
months,  minus 

(2)  The  cost  value  of  the  "frozen  goods"  of  that  kind  sold  by  him  during  the 
immediately   preceding  quarterly  period. 

(n)  Officers'  uniforms.  Except  for  the  purpose  of  determining  whether  he  is 
a  controlled  merchant,  any  controlled  merchant  authorized  to  accept  delivery 
of  ofiScers'  uniforms  produced  under  Section  1243.1.  Preference  Rating  Order  P- 
131,  may  exclude  his  current  receipts,  sales,  and  inventories  of  such  uniforms 
m  any  computations,  reports,  and  other  matters  under  this  order  requiring  the 
use  of  current  data,  provided  he  does  so  consistently. 

(o)  Miscellaneous  reporU.  Merchants  shall  execute  and  file  with  the  War 
Production  Board  such  reports  and  answers  to  questionnaires  as  the  Director 
General  for  Operations  may  from  time  to  time  request,  including  reports  concern- 
mg  the  sales  and  inventories  of  subsidiaries,  branches  or  sales  units,  or  of  separate 
retailing  or  wholesaling  divisions,  or  of  particular  departments  or  lines  of 
merchandise. 

(p)  Records.  (1)  Every  merchant  shall  preserve  those  records  concerning  his 
operations  necessary  to  determine  whether  he  is  a  controlled  merchant. 
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(2)  Every  controlled  merchant  shall  preserve  his  records  concerning  sales  and 
inventories  during  the  base  |)eriod  until  further  notice.  Complete  and  accurate 
records  kept  on  Form  PD-689  will  satisfy  this  requirement. 

(3)  Every  controlled  merchant  shall  prepare  and  preserve  for  a  period  of  at 
leai^t  two  years  accurate  and  complete  records  concerning  his  sales,  inventories, 
cost  of  goods  sold,  and  receipts  of  goods  in  such  form  that  the  extent  of  his  com- 
pliance with  this  order  can  readily  be  ascertained.  C'omplete  and  accurate 
records  kept  on  Forms  PD-689,  PD-690  and  such  other  forms  tm  are  issued  from 
time  to  time  will  satisfy  this  requirement. 

(q)  Miscellaneous  provisions — (1)  Audit  and  inspection.  All  records  required 
to  be  kept  by  this  order  shall,  upon  request,  be  submitted  to  audit  and  inspec- 
tion by  duly  authorized  representatives  of  the  War  Production  Board. 

(2)  Applicability  of  priorities  regulations.  This  order  and  all  transactions 
affected  thereby  are  subject  to  all  applicable  provisions  of  the  priorities  regula- 
tions of  the  War  Production  Board,  as  amended  from  time  to  time. 

(3)  Appeals.  Any  person  subject  to  any  requirement  of  this  order,  who  feels 
that  compliance  therewith  would  work  an  exceptional  or  unreasonable  hard.ship 
upon  him,  may  appeal  by  filing  a  letter  in  triplicate,  referring  to  the  particular 
provision  appealed  from  and  stating  fully  the  grounds  of  the  appeal. 

(4)  Violations.  Any  person  who  wilfully  violates  any  provision  of  this  order, 
or  who,  in  connection  with  this  order,  wilfully  conceals  a  material  fact  or  fur- 
nishes false  information  to  any  department  or  agency  of  the  United  States  is 
guilty  of  a  crime,  and  upon  conviction  may  be  punished  by  fine  or  imprison- 
ment. In  addition,  any  such  person  may  be  prohibited  from  making  or  obtaining 
further  deliveries  of,  or  from  processing  or  using,  material  under  priority  control 
or  allocation  and  may  be  deprived  of  priorities  assistance. 

(5)  Communications  to  the  War  Production  Board.  All  reports,  when  ordered 
to  be  filed,  and  all  communications  concerning  this  order,  shall,  unless  otherwise 
directed,  be  sent  to  the  War  Production  Board,  Washington.  D.  C.     Ref.:  L-219. 

(P.D.  Reg.  1.  as  amended,  6  F.R.  6680;  W.P.B.  Reg.  1.  7  F.R.  561;  E.O.  9024, 
7  F.R.  329;  E.O.  9040.  7  F.R.  527;  E.O.  9125.  7  F.R.  2719;  sec.  2  (a),  Pub.  Uw 
671,  76th  Cong.,  as  amended  by  Pub.  I^ws  89  and  507.  77th  Cong.) 
Issued  this  29th  day  of  December  1942. 

Ernest  Kanzlrr. 
Director  General  for  Operations. 

List  A 

LINES   OF  GOODS    (WHETHER   OR   NOT   CONSUMERS'   OOOD.s)    Q17ALIFTIN0   MERCHANTS 

FOR  EXEMPTION 


Antiques. 

Coal,  fuel  oil,  gasoline  and  miscellaneous  heat  or 
power  fuel. 

Coffins,  burial  caskets,  and  burial  vaults. 

Farm  machinery  and  equipment,  and  attachments 
and  repair  parts  therefor. 

Flowers,  and  plants,  except  artificial  types. 

Foods  and  confections. 

Grain. 

Hay. 

Jewelry  having  a  selling  price  of  $200  cr  more  per 
piece. 

Lumber  and  building  materials,  except  hardware. 

Motor  oil  and  grease. 

Motor  vehicles  and  motor  vehicle  replacement  parts. 

Nonalcoholic  beverages. 

Rubber  tires. 

Second-hand  goods. 

Stoclc  food 

Seeds  for  farm  use. 

Typewriters. 

"Consumers'  goods"  imported  into  the  United 
States. 

Supplies,  as  defined  in  §  lOW.l  Suppliers'  Inventory 
Limitation  Order  L-6S,  concerning  which  the  mer- 
chant is  required  to  icee'p  and  actually  keei)s 
records  on  Form  PD-336. 


List  B 
szamplbs  or  typical  consumers'  goods 


Women's,  misses',  wearing  apparel. 
Women's,  misses'  accessories. 


Baby  goods. 

Men's  and  boys'  clothing. 

Men's  and  boys'  furnishings. 

Work  clothing. 

Footwear. 

Hosiery,  underwear,  negligees  and  robes. 

Gloves,  handbags  and  millinery. 

Aprons,  house  dresses  and  uniforms. 

Furs. 

Corsets  and  brassieres. 

Lace,  trimmings,  and  ribbons. 

Notions. 

Toilet  articles  and  toiletries  (such  as  cosmetics,  shav- 
ing equipment  and  soaps). 

Clocks  and  watches. 

Jewelry  and  silverware. 

I'mbn'llas. 

Art,  needlework  and  yarns  for  home  use. 

Paper  and  paper  products,  stationery,  books. 

(iiftwares. 

Piece  goods  (silks,  velvets,  rayons  and  synthetics, 
woolens,  cottons,  linens,  mixtures,  wash  goods  and 
linings). 

Drugs  and  drug  sundries. 

Sporting  go(Mls  and  cameras. 

Toys  and  games. 

Luggage  and  other  leather  goods. 

(larden  supplies  and  st>eds  for  garden  use. 

Motor  vehicles,  replacement  parts,  and  accessories. 

Tires. 

Typewriters. 

Linens,  including  towels. 

Domestics  (muslin.s,  sheetings,  etc.). 

Blankets,  comforters  and  spreads. 

Furniture,  bedding  and  domestic  floor  coverings. 


Draperies,  curtains  and  upholstery. 

Lanterns,  lamps  and  shades. 

Chinaware  and  glasswan*. 

Major  household  appliances,  induding  mechanical 

refrigerators,  washing  machines  and  cooking  a|>- 

pliances. 
Small  electrical  appliances,  light  bulbs,  fixtures  and 

dry  cells. 
Radios,  phonographs.  ri>cords.  and  supplies. 
Hardware  and  tools  fur  home  use. 
Kitchenware.  cutlery,  and  miscellaneous  housewares 
Musical  instruments,  pianos,  and  sheet  masic. 
Window  shades,  blinds,  and  wallpajM-r. 


Brushes,  brooms  and  mops. 

Soa|)s    and    household    cleaning    and    Sanitation 

materials. 
Paints,  varnishes,  waxes  and  polishes. 
Christmas  ornaments  and  supplies. 
Wheeled  goods. 
Sch(M)l  supplies. 
Antiques. 
Coal. 

Flowers  and  plants. 
Smoking  equipment. 
Second-hand  consumers'  goods. 


Appendix  A 

COMPUTATION    OF    A    NORMAL   INVENTORY 

L  Computation  of  the  normal  quarterly  Inventory-sales  ratio,  using  the  second  quarterly  period  ratio  as 
an  example. 

A.  .Vdd  the  mercantile  inventories  for  the  quarterly  [teriods  of  the  base  period  years  corresponding  to 
the  quarterly  period  for  which  the  normal  inventory  is  being  computed. 

Example 


\ 


1039  Beginning  2nd  quarterly  period  Inventory $. 

IWO  Beginning  2nd  quarterly  period  inventory 

1941  Beginning  2nd  quarterly  period  inventory 


Total  A .  ?.... 

B.  Add  the  net  sales  for  the  quarterly  periods  of  the  base  period  years  corresponding  to  the  quarterly 
period  for  which  the  normal  inventory  is  being  computed. 


1039  sales  2nd  quarterly  period 

1940  sales  2nd  quarterly  {leriud 

1941  sales  2nd  quarterly  perio<l 


Example 


Total  B I 

C.  Divide  Total  A  by  Total  B,  computing  to  three  decimal  places. 

■  —      .     "normal  inventory -sales  ratio  for  all  second  quarterly  periods. 

II.  Computation  of  projected  sale.s.  using  the  second  quarterly  period  of  1943  as  an  example. 

A.  In  computing  the  i)roi«'cted  sales  for  a  quarterly  j)eriod,  divide  the  net  sales  during  the  second  pre- 
ceding quarterly  p^'riod  ny  the  net  sale.*!  during  the  (juarterly  |)eriod  of  the  previous  year  corresponding  to 
the  second  preceding  quarterly  period,  computing  to  three  decimal  places. 


Example 
'Sales  ratio  for  2nd  quarterly  period  1943. 


Sales  4th  quarterly  period  1942^ 

Sales  4th  quarterly  period  1941 

B.  Then  multiply  the  sales  ratio  for  the  quarterly  period  by  the  net  sales  during  the  corresponding  quar* 
terly  period  of  the  preceding  year. 

Example 

Sales  ratio  2nd.  qt.  '41Xsales  2nd  qt.  '42- Projected  sales  2nd  qt.  '43. 

III.  Com|)utation  of  the  normal  inventory,  using  the  second  quarterly  period  of  1943  as  an  example. 

Multiply  the  projected  sales  during  the  quarterly  period  by  the  normal  inventory-sales  ratio  for  that 
quarterly  period. 

ExampU:  Projected  sales  2nd  qt.  '43Xnormal  inventory -sales  ratio  for  all  2nd  qts. -normal  inventory 
beginning  2nd  qt.  '43. 

Appendix  B 
computation  of  inventory  limit 

I.  Computation  of  the  inventor>'  limit  using  as  an  example  the  second  quarterly  period  of  1943  of  a  mer- 
chant in  the  Eastern  Time  Zone  operating  on  the  tost  method. 

A.  Compute  the  tolerance  by  multiplying  the  normal  inventory  for  the  beginning  of  the  quarterly  period 
by  the  apiu'opriate  percentage  of  tolerance. 

Example 

Normal  inventory  beginning  2nd  qt.  '43  x  .10  -  Tolerance  beginning  2nd  qt.  '43. 

B.  Add  the  tolerance  thus  secured  to  the  normal  inventory. 

Example 

Tolerance  beginning  2nd  quarterly  period  '43 $ 

Nonnallnventory  beginning  2nd  quarterly  period  '43 

Inventory  Limit $ 
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Appendix  C 

computation  op  allowable  receipts  at  cost  yalue  on  the  basis  op 

PROJECTED    SALES 

I.  Computation  of  the  cost  of  projected  sales  for  a  quarterly  period,  uatng  the  leoond  quarterly  pdHod  of 
1943  as  an  example. 

A.  Divide  the  cost  of  goods  sold  during  the  corresponding  quarterly  period  of  the  preceding  year  by 
the  net  sales  during  the  corresponding  quarterly  period  of  the  preoedlng  y««r^ 

^-,  Example 

Cost  of  goods  sold  2nd  qt.  '42 4- Net  sales  2nd  qt.  '42-Co8t  ratio'for  2Dd  qt.  '43. 

B.  If  such  data  are  not  available,  use  the  cost  of  goods  sold  and  net  sales  on  the  most  recent  federal 
income  tax  return. 

Example 

Cost  of  goods  sold  during  taxable  year  1942+ Net  sales  during  taxable  year  1943-  Cost  ratio  for  any  qt.  of  '43 

C.  Multiply  the  projected  sales  for  the  quarterly  period  computed  in  aooordaoce  with  Appendix  A,  by 
the  cost  ratio  for  the  quarterly  period. 

Example 

Cost  ratioXproJected  sales  2nd  qt.  '43"-  Cost  of  projected  sales  for  2nd  qt.  '43. 

II.  Computation  of  allowable  receipts  for  a  quarterly  period,  using  the  second  quarterly  period  of  1943  as 
an  example. 

A.  Add  the  cost  of  projected  sales  for  the  quarterly  period  to  the  cost  value  of  a  normal  inventory  at  the 
beginning  of  the  next  quarterly  period. 

Example 

Cost  of  Projected  sale?  2nd  qt.  '43 $ 

Normal  inventory  beginning  3rd  qt.  "43 

Total  A 

B.  Subtract  fh>m  the  sum  thus  seeored  the  meroantUe  Inventory  bn  hand  at  the  begbuing  ot  the  onrvsnt 
quarter. 

Total  A ..;:... I. 

(Minus)    Mercantile  inventory  beginning  2nd  qt.  '43 :::;. 

Allowable  Receipts  during  2nd  qt.  '43 $ 

Appendix  D 

computation  07  allowable  receipts  at  retail  value  using 

projected  sales 

I.  Computation  of  allowable  receipts  for  a  quarterly  period,  using  the  second  quarterly  period  of  1943  as 
an  example. 

A.  Add  the  projected  sales  and  the  projected  markdowns  for  the  quartM-ly  period  to  a  normal  inventory 
at  retail  value  at  the  beginning  of  the  next  quarterly  period. 

Example 

Projected  Sales  2nd  qt. '43 I 

Projected  Markdowns  at  RetaO  2nd  qt.  '43 i. 

Normal  Inventory  at  Retail  beginning  3rd  qt.  '41 i:: 

Total  A ::- I 

B.  Subtract  from  the  sum  thus  secured  the  mercantile  inventorjTi  it  retail,  on  hand  at  the  beginning  of 
the  quarterly  period. 

Example 

Total  A : I 

(Minus)    Mercantile  inventory  at  retail  value  beginning  2nd  qt.  '41 

Allowable  Receipts  at  retail  during  2nd  qt.  '43 I , 
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